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Shri Jagamiath Das. 
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Shri M. Govind Beddy. 
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Shri C. G. K. Beddy. 

Report op the Joint Committee 

The Joint Committee to which the Bill to provide for the constitution 
and regulation of certain Air Force Reserves and also an Auxiliary Air 
Foroe and for matters connected therewith was referred have considered 
the Bill and I now submit this their Report, with the Bill as amended by 
the Committee annexed thereto. 

Upon the changes proposed wbioh are not formal or consequential, 
the Committee make the following observations: — 

Clause 3. — Sub-clause (b) has been amended so that the competent 
authority may, in appropriate cases, consist of a committee of two or more 
air officers. 

Clause 3 . — A slight drafting alteration has been made so as to make 
it clear that there may be different competent authorities for different 

areas. 

Clause 5. — A. new sub-clause has been added to enable members of 
the Air Defence Reserve and the Auxiliary Air Force to be appointed to 
the Regular Air Foroe Reserve. 

Clause 7. — A maximum limit of 6 years has been fixed in relation to 
the extension of the normal period of service in the Regular Air Force 
Reserve. 

Clause 10. — This is a new clause which has been added to provide for 
classification of officers and airmen in the Air Defence Reserve on the 
same lines on which such classification is made in the case of the Regular 
Air Force Reserve under clause 6. 

Clause 11 ( original clause 10). — A new category of persons has been 
added in sub-clause (2), in frier to bring within the s^opo of the sub- 
clause persons who are employed in connection with aerodromes or in 
connection with the control and movement of aircraft. Other amendments 
are consequential. 

Clause 13 (original clause 12). — In sub-clause ( 1 ), the provision relating 
to the time-limit has been omitted and it is left to the competent authority 
to fix suoh time as it may deem fit. Sub-clause (3) has been omitted as 
being unnecessary. 

Clause 16 ( original clause 15).— The provision relating to the time-limit 
has been omitted to bring this clause in conformity with clause 13 [original 
sub-clause (2) of clause 12] as amended. 
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Clause 17 ( original clause 16). — In this olauee a new Bub-clause has 
been added to provide for the termination of membership of the Air Defence 
Reserve on completion of the age specified in sub-clause (2). 

Clause 19 ( original clause 18). — The classification has been brought 
in line with the classification in the Regular Air Force Reserve under 
clause 0. 

Clause 24 ( original clause 23). — The Joint Committee is of opinion that 
there should be an Advisory Committee in every State irrespective of the 
fact whether any squadrons or units of the Auxiliary Air Force are 
stationed in that State. Such an Advisory Committee will be helpful in 
the formation of such squadrons and units and for carrying on general 
propaganda for recruitment to the Auxiliary Air Force. This clause has 
been amended accordingly. 

Clause 26 ( original clause 24).- — The Joint Committee think that the 
period of training should be prescribed under the rules. Sub-clause (a) haB 
been amended accordingly. In sub-clause (o), the words ‘in an emergency’ 
have been omitted as being unnecessary. 

Clause 29 ( original clause 28). — The Joint Committee feel that per- 
sons who are already in employment and who join any of the Reserves 
or the Auxiliary Air Force should not suffer any pecuniary loss in the 
shape of a reduced remuneration. It has, therefore, been provided that 
in the public interest the employer should make good the difference, if 
any, in the remuneration. Such liability of the employer haB been 
restricted to the period of training only which is not likely to exceed a 
month in any year. The clause has been amended accordingly. 

Clause 34 ( original clause 33).— A specific clause has been added for 
rules being made in respect of the period and manner of training of mem- 
bers of anv Air Force Reserve and the Auxiliary Air Force- It has also 
been provided that the rules shall be laid before Parliament, 

2. The Hill vvas published in the Gazette of India, Part II, Section 2, 
dated the 8lst May, 1952. 

3. The Joint Committee think that the Bill has not been so altered 
as to require circulation and they recommend that it be passed as now 
amended. 

N. GOPALASWAMI, 


New Delhi; 
The 1st August, 1962, 


Chairman of the Joint Committee, 


Minutes of Dissent 

I 

I am constrained to submit this note of dissent to the majority 
report of the Joint Select Committee on the Reserve and Auxiliary Vir 
Force Bill, 1952. 

2. Tho purpose of constituting auxiliary forces, according to me i- to 
give the necessary training in the technique of defence to the people, 
to enable them to successfully defend their country in any emergency. 
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Provisions in the Bill regarding the liability to be called up for service 
in ojause 25 seems to defeat this purpose. 

8. Auxiliary forces should not often be called up for service; other- 
wise they would praotically become one branch of the regular forces, 
with one advantage to the state that they need not be remunerated 
when aotually not in active service. The liability for service should 
be as little as possible to give greater encouragement for the people to get 
themselves enrolled in the Auxiliary Forces. 

4. Therefore, I hold that the Auxiliary Air Forces should not be called 
up for service: — 

(i) except in an emergency proclaimed by the President under 
article 852 of the Constitution ; 

(ii) abroad; and 

(iii) in aid of Civil power. 

5. I am s'rcngly of the opinion that clause 24 of the Bill should be 
amend-d accordingly. 

P. T. CHACKO. 

New Delhi; 

The let August, 1962. 


II 

While welcoming wholeheartedly steps to create Air Force Reserves, 
I must, in the first instanoe, say that the Bill appears to have been 
drafted in a hurry, without first finalising the plans for the creation 
of the reserves. It would have been well if plans for the reserves had 
been worked out in detail, before bringing the Bill forward. 

2 I disagree with the principles underlying the classification of the 
three reserves. I hold strong views against the creation of reserves to 
our Armed Forces, in which the personnel would feel uncomfortable, or 
are made to feel that they are inferior to those in the regular forces, 
in any way. It is essential that the privileges and the status in all the 
sections of our forces are uniform. There should be free mobility, so 

that the finest of our forces, to whatever section they belong, will be 

able to reach the top. It is my opinion that there should be no im- 
pediment, legal or otherwise, in the way of a member of our reserves 

being absorbed into the regular forces, subjeot to his proving his 

capacity. 

3. I therefore suggested that just as in our Navy ond the Air 

Forces or other countries, there should be only two reserves : (a) the 

reserve of qualified men, and (b) the reserve of civilian volunteers. In 
the former reserve there should be no distinction between the civil avia- 
tion pilots who have the necessary flying experience and those who have 
served in the regular Air Foroe. I also suggested that as in the Navy, 
the personnel of the Volunteer Reserve should be eligible for the regular 
reserve, and ultimately for the regular Air Force, subject to their being 
found suitable . 

4. The Committee accepted the principle of mobility, but I think 
caricatured it, because they did not see their way to accept the basic 
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principle which would make this mobility real. The Bill, aa is being 
presented, seeks to create a ‘‘oaste” between the Begular Reserve and 
the Air Defence Reserve. This, in my opinion would vitiate against the 
morale of the personnel in the “lower rung’’ of the reserves. 

5, Although the Committee has not accepted my suggestion, perhaps 
due to the inconvenience of materially okanging the Bill, necessitating cir- 
culation, I would urge that an amendment may soon be brought to en- 
sure happy and equal relations that ought to exist between one reserve 
and another and the reserves and the regular forces. 

6. Subject to this dissent I welcome the creation of the reserves to 
our Air Force, and congratulate the Defence Minister on his Btep. 


New Delhi; 

The 1st August, 1952. 


C. G. K. REDDY. 


Ill 

We regret to have to add this Minute of Dissent from the majority 
of our colleagues on the Joint Committee. 

2. We take a very serious objection to the oonscriptive nature of the 
Bill, as is clear in olause 15 which says that “the person upon whom 
the notice is served shall be deemed to be enrolled in the Reserve as 
from the day so specified,” No option is given to such a person. But 
on the other hand, if the competent authority considers a person fit for 
enrolment in the Air Defence Reserve, he has no escape. It is wrong 
in principle to introduce conscription as a general feature and when the 
situation does not warrant it. We, therefore, suggest that a third 
Proviso to clause 10 be added exempting those who do not want to 
serve. We raised this question in Committee, but it waa not accepted. 

8. We take a very serious view of Clause 24(b) which lays down that 
every member of an Air Force Reserve or the Auxiliary Air Force shall 
be liable to be called up for service in aid of the civil power, We wel- 
come, of course, the idea of assistance to the civil power by our Air 
Force in the sphere of beneficent public work like, for example, quick 
transport of food to deficit and scaroity areas. But during discussion 
in Committee, it was plain that Government contemplates, even when 
there is no emergency, the requisitioning of the Reserve and Auxiliary 
Air Foroes for quelling civil disturbances. We fear it is wrong in prin- 
ciple. It is wrong to expect members of the Reserve and Auxiliary Air 
Force who live with their fellow-citizens peacefully to suppress them 
as members of the Armed Forces. We feel that an exception Bhould 
have been made in the case of personnel of the Reserve in respect of 
their liability to aid civil power in the maintenance of what is called 
‘Law and Order’, We are convinced that many promising entrants to 
the Auxiliary Air Force will be deterred by this provision in the law, 
which, in our view, militates against the normal decenoies of democratic 
life. We pressed in Committee for the deletion of Clause 24(b), but in vain. 
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4. In regard to Clause 24(e), we wanted to retain the words “in an 
emergency' We feel it is only right that volunteers recruited, as the 
Statements of Objects and Hensons points out, “in order to ontble quick 
expansion (of our Air Forces) in an emergency” shall not be required when 
there is no emergency to serve abroad. The kind of training which is 
envisaged for them does not-, quite obviously, require their having to 
collect experience aw r ay from India. We wish as many of our citizens ns 
possible to have acoess to opportunities of learning to defend our country. 
We see no reason to cloud the issue by insisting on the liability of such 
citizens for service abroad. We know, of course, that in any emergency 
the whole picture changes, but that is another story and that does net 
come within the ambit of this Bill. 

HIRENDRA NATH MUKERJEE 
M. S. GURUPADASWAMY 
EL C. GEORGE. 


New Delhi; 

The 1st August, 1952. 


IV 

The importance and urgency of the proposed measure can hardly bo 
over-estimated, although the same have been obscured by other matters 
The reserve and auxiliary air forces are calculated to augment our limited 
air strength, to reinforoe our meagre air forces with Well-trained, part-time, 
non-regular personnel. The Bill seeks to enlist oivilian co-operation in 
organizing and manning the civilian air defence of the country and pro- 
viding cheap and efficient second lines of reserves. 

2. The Joint Select Committee has considerably improved the pro- 
visions of the Bill by providing, inter alia, for the laying of the rules on 
the table of the Houses of the Parliament, for the establishment of 
Advisory Committee in every ytate, for due compensation to the skilled 
personnel in private employ and for oiiportunities to the auxiliary and air 
defence reserve officers and men to be absorbed in the regular reserve, 
While associating myself in general with the report of the Joint Select 
Committee, I have to make the following observations in the interests of 
the forces that the Bill seeks to build up : — 

(1) It is regretted that this is intended only to be a “pormissive piece 
of legislation”. The implementation of the provisions of the Bill is an 
urgent necessity in view of the requirements of national defence ; and funds 
have to be found for the purposo. It is not known how far the Committee 
of experts said to he examining tho reduction in army expenditure have 
progressed with their w T ork ; they can succeed only if they confer with other 
departments and obtain facilities for ex-nrmy personnel in other fields of 
activity, But all such savings from the army budget (to be effected after 
careful planning so as not to throw out army personnel only to swell the 
ranks of the unemployed) have to be utilised for the proposed air force 
reserves and auxiliaries, as also for their navy and army counter parts. 
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(2) The rules, at least, must make suitable provisions for attracting 
and training the civilians in national defence. Ail western nations, in- 
cluding the “Democracies ”, have adopted Consoription in some form or 
other for national defence as well as for developing their national resources. 
Their “National-Security” or “National-Service” Acts and the allout 
mobilization and all-round reorganization thereunder, indicate the new 
approach of the nations which were hitherto having voluntary-recruitment 
as their policy. We have therefore to adopt, not their present set-up, but 

the methods they formerly pursued to make the conditions of voluntary 
recruitment to the oivilian forces (Volunteers, Territorials and Auxiliaries), 
attractive. Suitable “Schemes” have to be formulated for the purpose. 

(8) From the view-point outlined in paragraph (2) supra, we could 
have omitted sub-clause (b) of clause 25 of the Bill as amended by the 
Joint Select Committee. It is true that compulsory military service has 
become the order of the day in other countries, thus every conscript during 
service or when otherwise embodied, being liable for duties as now lain 
down. Further, clause 20 of this Bill provides for the application of the 
Air Force Act, 1950, during training or when embodied; the Criminal 
Procedure Code (Second Amendment) Bill, recently passed in both the 
Houses, also makes similar provisions. In any case, it is not likely that 
any popular government with its full array of polloe and regular armed 
forces will call forth the civilian volunteers or auxiliaries in aid of civil 
power. Hence, omission of this sub-clause, or qualifying it by adding 
“during floods, famines, epidemics or other national emergencies” would 
have made Auxiliary Air service more attractive. 

(4) Very careful planning will be necessary for making the envisaged 
organization a suocess. The rules have to provide for the olose associa- 
tion of representative civilians in building up the national defences. The 
organization of civil defence units, the reorganization of the N. C. C. with 
due emphasis upon its air and naval wings, the organization of army terri- 
torials for coast guard, anti-air craft and allied duties, the protection of 
essential and defence industries, the organization of semi military civilian 
institutions like Flying-clubs, Rifle-clubs, glider-clubs, scouts associations 
(especially air and sea scouting) have all to be co-ordinated through Unit, 
State and Central Advisory Committees as envisaged in the Act. 

(5) The Air Force Volunteers under the Indian Air Force Volunteer 
Reserve (Discipline) Act of 1989 (corresponding to the envisaged air force 
auxiliaries) form the bulk of the Indian Air Force today. But recruitment 
to the A.I.F.V. Reserve was stopped during the war. The I.A.T.C. 
{Indian Air Training Corps) attached to Colleges and Universities was also 
disbanded after the war; the air wing of the N.C.C. is just making a 
beginning. The civil defence organizations started during war were also 
abolished. The Air Defence Reserve Bill was introduced in 1950 and 
allowed to lapse. It is hoped that the present Bill will be effectively 
implemented so that it marks a new era in the history of our defence 
organization. 


UMA CHARAN PATNAIK. 


New Delhi; 

The 1st August, 1952. 
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(AS AlONDBD BT TBB JoiNr CoMMlTTHB] 

(Word* sidelined or underlined indicate the amendment i suggested bg 
the Committee; aeterieki indicate omissions). 

Bill No. 85 of 1952 

A Bill to provide for the constitution and regulation of certain Air Force 
Beeerces and also an Aueiliary Air Force and for matters connected 

therewith. 

Bb it enacted by Parliament aa follows: — 

CHAPTER I 
Pbhliminajbt 

1. Short title, exteat and commencement. — (I) This Act may be called 
the Reserre and Auxiliary Air Foroes Aot, 1952. 

(9) It extends to the whole of India. 

(3) Thia Chapter shall come into force at once, and the remaining 
provisions Bhall come into foroe on such date as the Central Government 
may, by notification in the Official Gazette, appoint, and different date® 
may be appointed for different provisions. 

2. Definitions. — In this Aot, unless the context otherwise requires, — 

(a) ‘‘Air Force Reserve” means any of the Air Foroe Reserve® 
"raised and maintained under this Act; 

(ft) "competent authority” means an air officer or a oommittee 
consisting of two or more air officers appointed under section 8; 

(c) "prescribed" means prescribed by rules made under this Aot; 

(d) all other words and expressions used herein and defined in 
the Air Force Aot, 1950 (XLV of 1950), and not hereinbefore defined 
shall have the meanings respectively assigned to them by that Aot. 

3. Appointment of competent authority.— The Central Government 
may, by notification in the Official Gazette, appoint an air officer or a com- 
mittee consisting of two or more air officers to perform all or any of the 
functions of the competent authority under this Act for such area as may 
be specified in the notification. 


CHAPTER n 

Rbgulab Ain Force Resebve 

4. Constitution of Regular Air Force Reserve.— The Central Govern- 
ment may raise and maintain in the manner hereafter >n this Chapter 
provided an Air Force Reserve to be designated the Regular Air Foroe 
Reserve which shall consist solely of persons transferred or appointed, to 
It under section 6. 
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6. Recruitment to tile Regular Air Force Reaerve.— (I) The competent 
authority may, by general or special order, transfer to the Regular Air 
Force Reserve — > 

(a) any officer or airman of the Air Force who under the terma- 
and conditions of his service is liable to serve in any Air Force Reserve- 
if and when constituted; 

( b ) any officer or airman of the Air Force whose commission or 
engagement in the Air Force has been terminated before the com- 
mencement of this Act and who under the terms of his commission, 
or engagement was liable to serve in any Air Force Reserve i£ and. 
when constituted; 

(c) HDy officer or airman who has served in the Air Force and 
has retired therefrom ; 

and any officer or airman so transferred shall be deemed to be a member 
of the said Reserve. 

(2) The competent authority may, in such circumstances and eubjeot 
to such conditions as may be prescribed, by special order, appoint to the 
Regular Air Force Reserve any member of the Air Defenoe Reserve or 
the Auxiliary Air Force raised and maintained under this Aot, and where 
any such member is so appointed, he shall cease to be a member of the- 
Air Defence Reserve or the Auxiliary Air Foroe, as the case may be, and 
shall as from the date of such appointment be deemed to be a member 
of the Regular Air Force Reserve. 

(3) The competent authority may, for reasons whioh in *** its opinion' 
are sufficient, cancel any order made under sub-section (1) or sub-section 
(2) aud on the cancellation of such order the person in respect of whom 
The order had been made shall cease to be a member of the Regular Air 
Foroe Reserve. 

0. Classes of persons in the Regular Air Force Reserve. — Members of 
the Regular Air Force Reserve shall be divided into the following classos,. 
namely : — 

(a) general duties officers, 

(b) ground duties officers, and 
(o) airmen, 

and every officer shall be entitled on transfer or appointment to the- 
lleserve to hold the same rank as that which he last held in the Air 
Force, or the Air Defence Reserve or the Auxiliary Air Foroe, as the case 
may be, before such transfer or appointment. 


7. Period of service. — (I) Every member of the Regular Air Force 
Reserve shall be liable to serve in the Reserve- 

fa) if he is transferred to the Reserve under sub-section (1) of 
section 5, for the period of his Reserve liability; and 
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( b ) if he is appointed to the Reserve under sub-seetion (2) of 
seotion 5, for the remainder of tho period for which he was liable to 
serve in the Air Defence Reserve or the Auxiliary Air Force, as the 
case may be : 

Provided that the oompetent authority may require any such 
member to serve in the Reserve for such further period or periods 
not exceeding in the aggregate five years as it may think fit. 

Explanation I. — For the purposes of this sub-seotion, “period 
of Reserve liability” in relation to any member of the Regular Air 
Force Reserve means the period for which under the terms and 
conditions of his service in the Air Force he was liable to serve in 
any Air Force Reserve if and when constituted. 

Explanation 11. — In computing the period of Reserve liability in 
relation to any member of the Regular Air Force Reserve whose 
commission or engagement in the Air Foroe was terminated before 
the commencement of this Aot, the period which has elapsed between 
such termination and the date of such commencement shall bo includ- 
ed. 

(2) Notwithstanding anything contained in sub-section (1), no person 
shall be liable to serve in the Reserve after attaining the prescribed age. 

8. Termination of service In the Reserve.' — Every member of the 
Regular Air Force Reserve shall, on completion of the period of his servioe 
therein, cease to be a member of the Reserve. 

CHAPTER III 
Ain Defence Reserve 

9. Constitution of Air Defence Reserve. — The Ceutral Government 
may raise and maintain in the manner hereafter in this Chapter provided 
an Air Foroe Reserve to be designated the Air Defence Reserve which 
shall consist of persons deemed under the provisions of section 16 
to bo enrolled therein. 

■ 10. Claeses of persons in the Air Defence Reserve. — Members of the 

Air Defence Reservo shall be divided into the following classes, namely: — * 

(а) general duties offioers; 

(б) ground duties officers; and 

(c) airmen. 

11. Obligation to register. — (1) Evory citizen of India who— 

(a) holds or has held a public transport pilot’s licence (‘'B' 1 
Licence) issued under the Indian Aircraft Rulos, 1937, or 

(f>) has had not less than two hundred hours’ experience of solo 
flying, including not less than thirty landings, or 

(o) holds or has held a first class navigator’s licence issued under 
the Indian Airoraft Rulos, 1937, or 
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(d) has had at least four years’ aviation experience during which 
at least six hundred hours shall have been spent in the air, not less 
than one hundred hours of such experience being experience of navi- 
gation in the air, or 

(a) holds or has held a first class radio telegraph operator’s licence 
issued under the Indian Aircraft Rules, 1937, or 

(j) holds or has held a radio telephone operator’s lioenoe issued 
under the Indian Aircraft Rules, 1937, or 

(g) holds or has held a licence as ground engineer in any of the 
categories A, B, C, D or X issued under the Indian Aircraft Rules, 
1937, or 

(ft) is or was at any time employed in connection with any aero- 
drome or in connection with the control and movement of aircraft, 
in such capacity as may be prescribed, 

shall within the prescribed period correctly fill up, or cause to be filled 
, up, to the best of his knowledge and belief the prescribed form, and sign 
and lodge it with the competent authority nearest to his usual place of 
residence or business : 

Provided that nothing contained in this sub-section shall, apply — 

({) to any person belonging to any of the classes specified in 
clauses (a) to (/), if he has attained the age of thirty-seven years; or 

(iij to any person belonging to any of the classes specified in 
clauses ( g ) and (ft), if he has attained the age of fifty years. 

(9; Without prejudice to the provisions contained in sub-section (I), 
the competent authority may, if it is satisfied that the provisions of 
that sub-section apply to any person, by order in writing, require that 
person to furnish within such time such particulars as may be specified 
in the order and such person shall within the specified time furnish 
correctly to the best of his knowledge and belief the said particulars to 
the said authority in such form and manner as may be prescribed. 

12. Liability to be called up for inquiry. — Every person to whom the 
provisions of section 11 are applicable shall be liable to be called up 
for inquiry under section 18— 

(а) if be belongs to any of tho classes specified in clauses (a) 
to (/) of sub-section ( 1 ) of section 11 until he has completed his 

thirty- seventh year, and 

(б) if he belongs to any of the classes specified in clauses (g) 
and (h) of the said sub-section, until he has completed his fiftieth 

year. 

13, Oalling-up for inquiry. — *** The competent authority may cause 
to be served on any person for the time being liable to be called up for 
inquiry under section 12 a written notioe stating that he is called up 
for inquiry regarding bis fitness for service in the Air Defence Reserve 
and requiring him to present himself to such person and at such place 
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and at such time **** as may be specified in the notice and to submit, 
himself to inquiry by the **** said person. 


# * a * 

14, Medical examination. — Every person called up for inquiry under 
section 19 shall, if and when required by the competent authority* 
present himself for examination before such medical officer as may be- 
directed by that authority and, for the purposes of such examination 
shall comply with the directions of the medical officer, 

10. Registration of persons considered fit for enrolment. — If, after 
such inquiry and medical examination as aforesaid, the competent authority 
considers a person fit for enrolment in the Air Defence Beserve, it shall 
inform him accordingly and enter his name and other prescribed particulars 
in a register maintained in such form and manner as may be prescribed. 

10. Galling up for servics, — The competent authority may cause to- 
be served on any person whose name is entered in the register maintained 
in pursuance of section 15 a written notice stating that he is called- 
up for service in the Air Defence Beserve and requiring him to present 
himself at such place and time **** and to such authority as may be 
specified in the notice; and the person upon whom the notice iB served 
shall be deemed to be enrolled in the Beserve as from the day sa 
specified.i 

17. Period of service. — ( 1 ) Every person deemed to be enrolled io 
the Air Defence Beserve shall he liable for service — 

(а) if he belongs to any of the classes specified in clauses (a> 

to (/) of sub section (1) of section 11, until he has completed his forty- 

second year; 

(б) if he belongs to any of the classes specified in olauses ( g )■ 
and (h) of the said sub-section, until he has completed his fifty -fifth 
year. 

(2) Every such person, on attaining the age specified in sub-section 
(I), shall cease to be a member of the Air Defence Reserve. 

CHAPTBB IV 
Auxiuabt Aib Forch 

18, Constitution of Auxiliary Air Peace. — ( 1 ) The Central Government 
may raise and maintain in the manner hereafter in this Chapter provided! 
an Air Force to be designated the Auxiliary Air Force. 

(£) The Central Government may constitute such number of squad- 
rons and unite of the Auxiliary Air Force as it thinks fit and may disband 
or reconstitute any squadron or unit. 
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19. Glasses o 1 persons in the Auxiliary Air Force. — Members of the 
Auxiliary Air Force shall be divided into the following classes, namely: — 

(a) general duties officers ; 

(b) ground duties officers; and 
(jc) airmen, 

20. Officers of the Auxiliary Air Force. — The President may grant to 

Buch person as he thinks fit a commission aR an officer in the Auxiliary 
Air Force with designation of rank corresponding to that of any commis- 
sioned officer in the Air Force. 


21. Persona eligible for enrolment.— Any citizen of India may offer 
himself for enrolment in the Auxiliary Air Force and may, if he satisfies 
the prescribed conditions, bo so enrolled on suoh terms as may be 
prescribed. 

22. Period of service. — Every officer and every enrolled person shall, 
subject to any rules that rnav be made in this behalf under this Act, 
be required to serve in the Auxiliary Air Force for a period of five ye&Ts 
from tno date of his appointment or enrolment but may, after the com- 
pletion of his period of service, volunteer to serve therein for further 
periods each of not more than five years’ duration. 

23. Termination of service. — The service of any officer or enrolled 
person in the Auxiliary Air Forco may, at any time before the comple- 
tion of his period of service, be terminated by such authority and under 
such conditions as may be prescribed, 

24. Advisory Committees. — (1) The Central Government shall, as 
soon as may be nfter the commencement of this Act, constitute — 

(a) for the whole of India, a Central Advisory Committee; 

(b) for each State, **** a State Advisory Committee; and 

(o) for every unit of the Auxiliary Air Force, a Unit Advisory 
Committee. 1 

(2) It shall be the duty of the Central Advisory Committee to advise 
the Central Government on matters connected with the Auxiliary Air 
Force generally, of the State Advisory Committee to advise the Central 
Government on matters connected with the formation c*f squadrons 
or units * in the State and squadrons or units already stationed in the State. 


(3) The duties, powers and procedure of Advisory Committee* and in 
particular the matters in respect of which the Advisory Committee* may 
be called ipon to give advice ah&U be auoh as may be prescribed. 
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CHAPTER V 

Liability and Discipline op Members op Reserve and Auxiliary Air 

Forcrb 

25. Liability to be called up for service. — Every member of an Air 

Force Reserve or the Auxiliary Air Force shall, during the period of his 
service, be liable to be called up — 

(а) for * training for such period as may be prescribed and for 
medical examination, 

(б) for service in aid of the civil power, 

(c) for Air Force service in India or abroad. * * * * 

20. Application of Air Force Act, 1950.— Every member of an Air 
Force Reserve oi the Auxiliary Air Foroe shall, when called up for train- 
ing, medical examination or for servioe under this Act, be subject to the 
Air Force A''t, 1050 (XLV of 1950), and the rules made thereunder in 
the same manner as a person belonging to the Air Force and holding the 
same rank is subject to the said Act and rules and shall continue to be 
so subject until duly released from such training, medical examination 
or service, as the case may be. 

CHAPTER VI 
Miscellaneous 

27. Reinstatement In civil employ of persons required to perform 
service under this Act. — (1) It shall be the duty of every employer by 
whom a person called up under section 26 is employed to grant him 
such leave as may be necessary and to reinstate him in his employment 
on the termination of the period during which he has been so called up 
in an occupation and under conditions not less favourable to him than 
those which would have been applicable to him had he not been so called 
up: 

Provided that if the employer refuses to reinstate suoh person or 
denieE his liability to reinstate such person, or if for any reason the re- 
instatement of such person is represented by the employer to be imprac- 
ticable, either party may refer the matter to the prescribed authority 
and that authority shall, after considering all matters which may be 
put before him and after making such further inquiry into the matter pb 
may be prescribed, pass an order — 

(a) exempting the employer from the provisions of this seotion, 
or 


(b) requiring him to re-employ such person on such terms as that 
authority thinks suitable, or 

(c) requiring him to pay to such person by way of compensation 
for failure or inability to re-employ a sum not exceeding an amount 
equal to six months’ remuneration at the rate at which his last re- 
muneration was payable to him by the employer. 
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(2) If any employer fails to obey the order of any such authority as is 
referred to in the proviso to sub-section (1), he Bhall be punishable with 
fine which may extend to one thousand rupees, and the court by which 
an employer is convicted under this section shall order him (if he has 
not already been so required by the said authority) to pay to the person 
whom he has failed to re-employ a sum equal to six months’ remunera- 
tion at the rate at which his last remuneration was payable to him by the 
employer, and any amount so required to be paid either by the said 
authority or by the court shall be recoverable as if it were a fine imposed 
by such court. 

( 3 ) In any proceeding under this section it shall be a defence for an 
employer to prove that the person formerly employed did not apply to 
the employer for reinstatement within a period of two months from - the 
termination of the period during which he was called up under section 25, 

( 4 ) The duty imposed by sub-section (1) upon an employer to grant 
leave to a person such as is described in that sub-section or to reinstate 
him in his employment shall attach to an employer who, before such 
person is actually called up under section 25*, terminates his employment 
in circtimstanoes such as to indicate an intention to evade the duty 
imposed by that sub-section and such intention shall be presumed until 
the contrary is proved if the termination takes place after the issue of 
an order relating to that person under section 25. 

28. Preservation of certain rights of persons called up for service,— 

When any person called up under section 25 has any rights under any 
provident fuud or superannuation fund or other sohemo for the benefit of 
employees maintained in connection with the employment he relinquishes, 
he shall' continue, during tho period for which he has been so called up 
and if he is reinstated, until suoh reinstatement under the provisions of 
this Act, to have in respeot of such fund or scheme such rights &b may be 
prescribed. 


29. Pay and allowances. — (I) Every member of an Air Force Reserve 
or the Auxiliary Air Force shall, during the period of training or active 
service, receive such pay and allowances as are admissible to an officer 
or airman, as the case may be, in the corresponding rank, branch or trade 
of the Air Force. 

(2) Where any such member was in any employment immediately 
before he is oalled up for training under section 25, the employer shall, 
during the period of the training, be liable to pay to him the difference, 
if any, between the pay and allowances which he would have received 
from the employer if he had not been called up for suoh training and the 
pay and allowances which he receives as such member while under train- 
ing. 

(3) If any employer refuses or fails to pay to any such member the 
difference in pay and allowances as provided in sub-section (2), such 
difference in pay and allowances may, on application by the member to> 
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the prescribed authority, be recovered from the employer in such manner 
as may be prescribed. 

30. Penalties. — (1) If any person refuses or without lawful excuse (the 
burden of proving which shall lie upon such person) neglects to comply 
fully with the requirements of sub-seotion (1) of seotion 11 or of 
any order made under sub-seotion (9) of that section or with the require- 
ments of section 14, he shall be punishable with fine which may extend 
to five hundred rupees. 

(2) If any person wilfully fails to comply with any notice issued 
under seotion 18 or section 16, he shall be punishable with imprisonment 
■which may extend to six months, or with fine whioh may extend to one 
thousand rupees, or with both. 

31. Service of notice. — Any notice or order to be served on any person 
for the purposes of this Act may be sent by post to that person at his 
last known address or may be served upon him in such other manner as 
may be prescribed. 

32. Competent authority to be public servant.— For the purposes of 
this Act every competent authority and where the competent authority 
consists of a committee of two or more air officers, every member of the 
committee shall be deemed to be a public servant within the meaning of 
section 21 of the Indian Penal Code (Act XLV of I860). 

33. Power of Central Oovernment to grant exemptions. — The Central 
■Government may, for special reasons and subject to such conditions as 
may be prescribed, by order exempt any person from any obligation or 
liability under this Act or any particular provision thereof 

34. Power to make rules.— (1) The Central Government may, by noti- 
fication in the Official Gazette, make rules for oarrying out the purposes 
of this Act, 

(f?) In particular, and without prejudice to the generality of the fore- 
going power, suoh rules may provide for all or any of the following matters, 
namely : — > 

(a) the composition and strength of any Air Force Reserve; 

( b ) the oiroumstances in which and the conditions subjeot to which 
any officer or airman may be transferred or appointed to the Regular 
Air Force Reserve under section 6; 

(o) the age beyond which persons shall not be liable to serve in 
the Regular Air Foroe Reserve; 

(d) the form and manner in whioh the particulars required by 
sub-section (£) of section 11 shall be furnished; 

(e) the form and manner in whioh registers shall be maintained 
in pursuance of section 15, the particulars to be entered therein, and 
the correction or revision of such particulars from time to time; 

(/) the pay or allowances payable to persona called up for inquiry 
**** or medical examination **** under this Aot; 
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(y) the terms and conditions subject to which a person may be 
enrolled as a member of the Auxiliary Air Force; 

(h) the authority by which and the conditions subject to whioh 
the service of any officer or enrolled person in the Auxiliary Air Force 
may be terminated; 

(f) the constitution and the duties, powers and procedure of 
Advisory Committees to be constituted under section 24; 

(;’) the period and manner of training of members of any Air 
Force Reserve and the Auxiliary Air Force; 

(fc) the manner in which and the conditions subject to which the 
rank of any member of an Air Force Reserve may be determined; 

( l ) the constitution of the authority for the purpose of section 27 
and the manner in which such authority may conduot any inquiry 
under this Act; 

( m ) the authority to which an application under sub-section (3) 
of section 29 may be made and the manner in whioh the difference 
in the pay and allowances may be recovered under that sub-section; 

( n ) the manner in which any notice or order issued or made 
under this Act may be served; 

(o) the conditions subject to which any person may be exempted 
from any obligation or liability under this Aot or any particular provi- 
sion thereof ; 

(p) any other matter which under this Act is to be, or may be, 
prescribed. 

(3) Any rule made under this section may provide that a contravention 
thereof shall be punishable with fine which may extend to fifty rupees. 

(4) All rules made under this section shall be laid for not less than 
seven days before Parliament as soon as possible after they are made, 
and shall be subject to such modifications as Parliament may make during 
the session in which they are so laid or the session immediately following. 

36. Amendment of sections 2, 4 and 31, Act XLV of 1960. — In the 
Air Force Act, 1950 — 

(i) in section 2, for clause (c), the following clause shall be sub- 
stituted, namely: — - 

"(c) persons belonging to the Regular Air Force Reserve or 
the Air Defence Reserve or the Auxiliary Air Foroe, in the circum- 
stances specified in section 26 of the Reserve and Auxiliary Air 
Forces Aot, 1952’’; 

{it) in section 4, for the words "the Indian Air Force Volunteer 
Reserve”, wherever they occur, the words "any Air Foroe Reserve 
or the Auxiliary Air Foroe” shall be substituted; 

(Hi) in section 31, for the words ‘‘the Air Foroe Reserve” the 
words “any Air Force Reserve or tKe Auxiliary Air Force” shall be 
substituted. 

30. Repeal of Act XXXVI of 1939. — The Indian Air Force Volunteer 
Reserve (Discipline) Act, 1939, is hereby repealed. 
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The following Bill was introduced in the House of the People on 
11th August, 1952: — 

Bill* No. 92 of 1952 

A Bill to piOL'idt for the levy and collection of an estate duty. 

Be it enacted by Parliament as follows : — 

FART I. — Preliminary 

1. Short title, extent and commencement. — (1) This Act may be called 
the Estate Duty Act, 1952. 

(9) It extends to the whole of India except the State of Jammu and 
Kashmir. 

(3) It shall come into force on such date as the Central Government 
may, by notification in the Official Gazette, appoint. 

2. Definitions. — In this Act, unless the context otherwise requires, — 

(I) “affidavit of valuation” means the affidavit of valuation made 
under section 19-1 of the Court-fees Aot, 1870 (VII of 1870), in 
connection with an application for the grant of representation ; 

(9) “Board" means the Central Board of Revenue constituted- 
under the Central Board of Revenue Act, 1924 (IV of 1924); 

(3) "company” includes any body corporate wneresoever 
incorporated ; 

(4) "controlled company" means a company which is deemed to 
be controlled by virtue of the rules made under sub-section (4) of 
section 17 ; 

(5) "Controller” means a person appointed to be a Controller of 
Estate Duty under section 4 and includes a person appointed to be a 
Deputy Controller of Estate Duty or an Assistant Controller of Estate 
Duty; 

(6) "deceased person” and "the deceased” mean a person dying 
after the commencement of this Aot ; 

(7) "estate duty" means estate duty under this Act; 

(8) "executor” means the executor or administrator of a deceased 
person and includes, as regards any obligation under this Aot, any 
person who takes possession of, or intermeddles with, the estate of a 
deceased person or any part thereof : 

(9) "general power” includes every power or authority enabling 
the donee or other holder thereof to appoint or dispose of property as 
he thinks fit, whether exercisable by instrument inter vivoR or by 
will or both, but exclusive of any power exercisable in a fiduciary 
capacity under a disposition not mado by himself or exeroisable as 
mortgagee ; 

(10) "inoumbrances" includes mortgages and terminable charges; 

(II) "interest in expectancy" includes an estate in remainder or 
reversion and every other future interest whether vested or contingent, 
but docs not include reversions expectant, upon the determination of 
leases; 

•The President had, in pursuance of danse (]) of artioie H7 and clause (1) of article 
274 of the Constitution of India, reoonnr ended to the House of the People the intro- 
duction of the Bill, 



Paht II— Seo. 2] THE GAZETTE OE INDIA, AUGUST 16, 1952 307 


(12) “legal representative” means a person who in law represents 
the estate ol a deceased person, and includes any person who inter- 
meddles with the estate of the deceased, and aDo includes, in the caBO 
where the deceased was a coparcener of a Hindu family, the manager 
tor the tnno being ol the family; 

(13) "power to appoint property” means power to determine the 
disposition of property of which the person invested with the power is 
not the owner; 

(14) ‘‘prescribed" means prescribed by rules made under thiB Aot; 

(15) “property” includes any inierest in property, movable or 
immovable, and the proceeds of sale thereof and any money cr invest- 
ment for the time being representing tho proceeds of sale ; 

Explanation 1.- — The creation by a person or with his, consent of ft 
debt or other right enforceable against him personally or against pro- 
perty whioh lie was or might become competent to dispose of, or to 
charge or burden for his own benefit, shad be deemed to have been 
a disposition made by that person, and in relation to such a disposi- 
tion the expression “property” shall inolude tho debt or right created. 

Explanation 2.— -The extinguishment at the expense of the 
deceased of a debt or other right shall be deemed to have been a dis- 
position made by the deceased in favour of the person for whose benefit 
the debt or right was extinguished, and in relation to such a dis- 
position the expression “property" shall include the benefit conferred 
by tho extinguishment of the debt or right; 

(16) “property passing on the death” in dudes property, passing 
either immediately on tho death or after any interval, either certainly 
or contingently, and either originally or hv way of substitutive’ 
limitation, and "on the death” includes “at a period ascertainable 
only by reference to the death"; 

(17) “representation" means probata of a will or letters of 
administration ; 

(18) “settled property” moans property whioh stands limited to, 
or in trust, for, any persons, natural or juridical, by way of succession, 
whethor the settlement toot efiect before or after the commencement 
of this Act; and "settlement" means any disposition, including a 
dedication or endowment, whereby property is settled; 

(19) “Valuer” means a Valuer appointed under section 4. 

3. Interpretation. — (1) For the purposes of this Act — 

(a) a person shall be deemed competent to dispose of property 
if he has such an estate or interest therein or such general power ae 
would, if lie were si it juris, enable him to dispose of the property; 

lb) a person shall be deemed to dispose of properly to which he 
has acquired title, even if he has acquired title to it in ono form and 
disposes of it in another; 

(c) a disposition taking efiect out of the interest of the deceased 
shall be deemed to have been made by him, whether the concurrence 
of any other person was or was not, required ; 

(d) money which a person has a general power 1o charge on the 
property of another person shall be deemed to be an interest in that 
property of which the former has power to dispose ; 
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(e) the domicile of a person shall be determined as if the 
provisions of the Indian Succession Aot, 1926 (XXXIX of 1926), on the 
subject applied to him- 

(2) In Parts II and III of this Act, any reference to any interest dis- 
posed of, policy of insurance eSected, annuity or other interest purchased 
or provided or to any gift, settlement, disposition or transfer of property 
made, shall be construed as including any such interest, policy, annuity, 
gift, settlement or disposition, as the case may be, whether it was disposed 
of, effected, purchased or provided, or made before or after the commence- 
ment of this Aot. 

4-. Estate duty authorities. — (1) There shall be the following authori- 
ties for the purposes of this Act, namely: — 

(a) the Board, 

( b ) Controllers of Estate Duty, 

(c) Valuers. 

(3) The Central Government may appoint as many Controllers of 
Estute Duty as it thinks fit and they shall, subject to the control of the 
Board, perform their functions in reBpeet of such estates or classes of 
estates and such areas as are assigned to them by the Board. 

(3) The Central Government shall, within twelve months after the ccm- 
mencement of this Aot and mnj thereafter from time to time, appoint a 
sufficient number of qualified persons to act as Valuers for the purposes 
of this Act and shall fix a scale of charges for the remuneration of such 
persons. 

(4) Hubject to the rules and orders of the Central Government regulating 
the conditions of service of persons in publio services and posts, a 
Controller may appoint such executive or ministerial staff as may be 
necessary to assist him in the execution of his functions. 

(6) All officers and porsons employed in the execution of this Act, 
other than Valuers, shall observe and follow the orders, instructions and 
directions of the Board. 

PAItT II.— Imposition or Estate Duty 

Extent of charge 

5. Levy of estate duty. — (I) In the ease of every person dying after 
the commencement of this Act. there shall, save as hereinafter expressly 
provided, be levied and paid upon the principal value ascertained as 
hereinafter provided of all pro; erty, settled or not settled, including 
agricultural land situate in the States specified in the Schedule to this 
Act, which passes on the death of such person, a duty called “cstato 
duty” at the rates fixed in accordance with section 34. 

(2) The Central Government may, by notification in the Official 
Gazette, add the names of anv other States to the Schedule in respect 
whereof resolutions have been passed by the Legislatures of those States 
that Parliament may legislate in respect of estate duty on agricultural 
lands situate in those States, and on the issue of any such notification the 
States so added shall be deemed to be States specified in the Schodule 
within the meaning of sub-section (I). 

Property which in deemed to pans 

6. Property within disposing capacity. — Property which the deceased 
was at the time of his death competent to dispose of shall be deemed to 
pass on his death. 
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7. Interests ceasing on death. — (1) Subject to the provisions of this 
section, property in which the deceased or any other person had / u 
interest ceasing on the death of the deceased shall be deemed to pasB on 
the deceased’s death to f he extent to which a benefit accrues or arises 
by the eessor of such interest, including, in paiticular, a coparcenary 
interest in the joint family property of a Hindu family governed by the 
Mitaksharu, Marumakkattayam or Aliyasantana law. 

(2) If a member of a Hindu coparcenary governed by tho Mitakshara 
school of law dies, then the provisions of sub-section (I) shall not apply 
with respect to the interest of the deceased in the coparcenary property 
unless the deceased bad completed his eighteenth year, or unless, at the 
time of his death, his father or other male ascendant in the male line was 
not a coparcener of the same family. 

Explanation.— Where the deceased was also a member of a sub-copar- 
cenary (within the coparcenary) possessing separate property of its own, 
the provisions of this sub-section shall have effect separately in respect of 
the coparcenary and the sub-ooparcenary, 

(d) If a member of any tarwad or tavaehi governed by the Mara- 
makkattayam rule of inheritance or a member of a hutumba or liavaru 
governed by the Aliyasantana rule of inheritance dies, then the provisions 
of sub section ( 1 ) shall not apply with respect to the interest of the 
deceased in the property of the tarwad, tavazhi , hutumba or lcavaru, as 
the case may be, unless the deceased had completed his eighteenth year 

(4) The provisions of sub-seoti n ( 1 ) shall not apjly to the property in 
which the deceased or any other person had an interest only ns holder ol 
an office or lecipient of th° benefits of a charity, or as a corpnjaiiou sole. 

8. Gifts mortis causa. — Property taken ns a gift made in contemplation 
of death shall be deemed to pass on the donor’s death. 

Explanation. — In this section, the expression "gift made in contem- 
plation of death’’ has the same meaning as in seotion 191 of the Indian 
Succession Act, 1925 (XXXIX of 1925). 

9. Gifts within a certain period before death.— Property taken under a 
disposition made by the deceased purporting to operate as an immediate 
gift inter vivos whether by way of transfer, delivery, declaration of trust, 
settlement upon persons in succession, or otherwise, which shall not have 
been bona fide made two yeais or more before the death of the deceased 
shall be deemed to pass on the death: 

Provided that in the case of gifts made for public charitable purposes 
the period shall be six months. 

10. Gifts whenever made wheje donor not entirely excluded. — Pro- 

perty taken under any gift, udirtfever made, shall be deemed to pass on 
the donor’s death t0 that bona fide possession and enjoyment 

of it w T as nol immediately asgi^fied the donee and thenceforward re- 
tained to the entire Cxdusidmf the dffiJS*oT" of any benefit to him by con- 
tract or otherwise: 

Provided that the property shall not be deemed to pass by reason onLy 
that it was not, as from the date of the gift, exclusively retained a? 
aforesnid, if, by means of the surrender of the reserved benefit or other- 
wise, it is subsequently enjoyed to the entire exclusion of the donor or of 
any benefit to him for at least two years before tn 0 death. 
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11. Limited iatere&'ta disposed of within a certain period before 
death. — (1) Subject to the provisions of this section, where an interest 
limited to cease on a death has been disposed of or has determined 
whether by surrender, assurance, divesting, forfeiture or in any other 
manner (except by the expiration of a fixed period at the expiration of 
which the interest was limited to cease), whether wholly or partly, and 
whether for value or not, after becoming an interest in possession, — 

(«) if apart from the disposition or determination the property in 
which the interest subsisted would have passed on the death under 
section 5, that property ahull be deemed by virtue of tbiB section to 
be included us to the whole thereof in the property passing on the 
dc. nth ; or 

(h) if apart from the disposition or determination the property 
in which the interest subsisted would have been deemed by virtue 
of section T to be included to a particular extent in the property 
passing on the death, the property in which the interest subsisted 
shall be deemod by virtue of this section to be included to that extent 
in the property passing on the death. 

(2) Where tho relevant disposition or determination was buna fide 
effected or suffered not less than two years before the death (or, if it 
was effeoted or suffered for public charitable purposes, not less than six 
months before the death), the preceding sub-section shall not have effoct — - 

(a) it bona fide possession and enjoyment of the property in 
which the interest subsisted was assumed immediately thereafter 
by the person becoming entitled by virtue of or upon the disposition 
or determination and thenceforward retained to the entire exclusion 
of the person who had the interest and of any benefit to him by 
contract or otherwiso : or 

(b) in the case of a partial determination, if the conditions 
specified in the preceding paragraph were not satisfied by reason only 
of the retention or enjoyment by the deceased of possession of BOme 
pari of the property, or of some benefit, by virtue of the provisions 
of tho instrument under which he had the interest: 

Provided that nothing in this sub-section Bhall be construed as affecting 
any charge of estate duty arising otherwise than by virtue of the provisions 
of the preceding sub-section. 

(.3) In the application of sub-section (2) to a case in which an incum- 
brance on the property in which the interest in question subsisted has 
been created by associated operations (as hereinafter defined in section 
26) which included a disposition of that interest, references to that 
property shall be construed as references to that property free from the 
incumbraneo, except in a case in which the incumbrance waB created for 
consideration in money or money's worth which was applied for pur- 
poses calculated to maintain or increase the Valuo of that properly, and, 
in that case, shall be oonstrued-as refe^taces to. that property subject to 
the incumbrance to the extent to whiph^he^tBfsiff^hation was so applied. 

12. Settlements with ion •“PjjpteDw- , passing under any 

settlement made by the deceased b**wl or my other instrument not 
taking effect as a will whereby an interest in such property for life or any 
other period determinable by reference to death is reserved either express- 
ly or by implication to tho settlor or whereby the settlor may have re- 
served to himself the right by the exercise of any power, to restore to 
himself or to reclaim the absolute interest in Buch property shal) be 
deemed to pass on the settlor's death. 
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Explanation. — A settlor reserving an interest in the settled property for 
the maintenance of any of his relatives (as defined in section 26) or of 
himself and any of his relatives shall be deemed to reserve an interest 
for himself within the meaning of this section, 

13. Joint Investments. — Where a person, having been absolutely en- 
titled to any property or to the funds with which any property was 
purchased, has caused it to be transferred to or vested in himself and any 
other person jointly, whether by disposition or otherwise, either by him- 
self alone, or in concert, or by arrangement, with any other person so 
that the beneficial interest in soma part of that property passes Or acorues 
by survivorship on his death to the other person, the whole of that pro- 
perty shall be deemed to pass on the death. 

14. Policies kept up for a donee.— (1) Money received under a policy 
of insurance effected by any person on his life, where the policy is wholly 
kept up by him for the benefit of a donee, whether nominee or assignee, 
or a part of such money in proportion to the premiums paid by him, whore 
the polioy is partially kept up by him for such benefit, shall be deemed to 
pass on the death of the assured. 

Explanation. — A. policy of insurance on the life of a deceased person 
effeoted by virtue or in consequence of a settlement made by the deceased 
shall be treated as having been effected by the deceased. 

(8) For the purposes of sub-seotion (1), bo much of the premiums paid 
on any policy of insurance as was, by virtue or in consequence of a settle- 
ment made by the deceased, paid out of property, whether or not provided 
by the deceased, comprised in the -.ettlriuent or out of incorut, whether 
or not provided by the deceased, arising under the settlement, shall bo 
treated as having been paid by the deceased: 

Provided that any payments which were not made either out of pro- 
perty provided directly or indirectly by the deceased for the purposes of 
the settlement, or out of property representing that property, or out of 
income provided directly or indirectly by the deceased whether arising 
from such property or otherwise, shall not be treated as having been made 
by the deoeased if the Controller is satisfied that those payments were 
not made as part of any reciprocal arrangements between the deceased 
and uny other person. 

(3) For the purposes of this section,— 

(a) the expression “settlement” includes any disposition, trust, 
covenant, agreement or arrangement ; and 

( b ) a person shall he doomed to have made a settlement if he 
has made or entered into the settlement directly or indireotly, and in 
particular (but without prejudice to the generality of the foregoing 
words of this clause) if he has provided or undertaken to provide funds 
directly or indirectly for the purposes of the settlement, or has made 
with any other person a reciprocal arrangement for that other person 
to make or enter into the settlement. 

16. Annuity or other Interest purchased or provided by the deceased. — 
Any annuity or other interest, including moneys payable under a polioy of 
life assurance, purchased or provided by the decoased, either by himself 
alone or in concert or by arrangement with any other person shall be 
deemed to pass on his death to the extont of the beneficial interest accru- 
ing or arising, by survivorship or otherwise, on his death. 

Explanation. — The extent of the beneficial interest must be ascertained 
without regard to any interost in expectancy which the beneficiary may 
have had therein before the death. 
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16. Annuity or other interest purchased or provided out ol property 
derived from the deceased. — (Ij Section 15 shall have effect in relation 
to any annuity or other interest that was purchased or provided wholly 
or in part by any person who was at any time entitled to, or amongst 
whose resources there was at any time included, any property derived 
from the deceased, as if that annuity or other interest had been provided 
by the deceased, or, if it is proved to the satisfaction of the Controller 
that the application of all the property derived from the deceased would 
have been insufficient to provide the whole of that annuity or other interest, 
as if a similar annuity or interest of an amount reduoed to an extent pro- 
portionate to the insufficiency proved had been provided by the deceased 

Provided that for the purpose of determining whether there would 
have been any such insufficiency as aforesaid, and the extent thereof, 
there shall be excluded from the property derived from the deceased any 
part thereof as to which it is proved to the satisfaction of the Controller 
that the disposition of which it, or the property which it represented, was 
the subject-matter, was not made with reference to, or with a view to 
enabling or facilitating, the purchase or provision of the annuity or other 
interest, or the recoupment in any manner of the cost thereof, 

(2) In this section the following expressions have the meanings hereby 
assigned to them respectively, namely . — 

(a) “property derived from the deceased” means any property 
which was the subject-matter of a disposition made by the deceased, 
either by himself alone or in concert or by arrangement with any 
other person, otherwise than for full consideration in money or 
money’s worth paid to him for his own use or benefit, or which 
represented any of the subject-matter of such a disposition, whether 
directly or indirectly, and whether by virtue of one or more interme- 
diate dispositions and whether any such intermediate disposition was 
or was not for full or partial consideration : 

Provided that where the first-mentioned disposition was for 
full consideration in money or money’s worth paid to the deceased 
for his own use or benefit and it is proved to the satisfaction of the 
Controller that the disposition was not part of associated operations 
which included — 

(а) a disposition by the deceased, either by himself alone or 
in concert or by arrangement with any other person, otherwise 
than for full consideration in money or money’s worth paid to 
tfie deceased for his own use or benefit ; or 

(б) a disposition by any other person operating to reduce the 
value of the property of the deceased ; 

then, in considering whether estate duty should be charged the said 
first, mentioned disposition shall be left out of account as if this pro- 
vision did not apply in relation to it; 

( b ) “disposition’’ includes any trust, covenant, agreement or 
arrangement ; and 

(c) “subject-matter’’ includes, in relation to anv disposition, any 
annual or periodical payment made or payable under or by virtue 
of ihe disposition. 

(3) For the purpose of section 38 the deceased shaH be deemed to 
have had an interest in any property included by viitue of this section 
in the property passing on the death of the deceased. 
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Special provisions relating to transfers to companies 
17. Proparty transferred to a controlled company. — ( 1 ) Where the 
deceased has made to a controlled company a transfer of any property 
(other than an interest limited to cease on his death or property which he 
transferred in a fiduciary capucity), and any benefits aocruing to the- 
deceased from the company accrued to him in the three years ending with, 
his death, the assets of the company shall be deemed for the purposes ot 
estate duty to be included in the property passing on hiB death to an. 
extent determined in accordance with sub-section (2). 

(S) The extent to which the assets of the company are to be deemed 
to be included as aforesaid shall be the proportion ascertained by com- 
paring the aggregate amount of the benefits accruing to the deceased from, 
the company in the last three accounting years with the aggregate amount 
of the net income of the company for the said years : 

Provided that— 

(a) where, in any of the said accounting yeans, the oompany 
sustained a loss, the amount of that lose shall bo deducted in. 
ascertaining the said aggregate net income of the company; 

(b) where the company came into existence in the last year bub 
one, or in the last, of the said accounting years, the references in this 
sub-section to the said accounting years shall be construed as- 
rrt'creiices to the last two, or, as the case may he, the lust, of those 
years. 

(3) The assets of the oompany which are deemed to be included in the. 
proporty passing on the death of the deceased by virtue of this section 
shall include any assets thereof which have been disposed of or distributed 
by the compauy at any time between the beginning of the first of the- 
acconnting years aforesaid and the death of the deceased either— 

(a) in or towards satisfaction of rights attaching to shares in or- 
debentures of the company, or 

(b) otherwise howsoever except as follows, that is to say, by way 
of sale for full consideration in money or money’s worth received by 
the company for its own - use and benefit, or in or towards discharge 
of taxes or rates or other liability imposed by or under an enactment, 
or in or towards discharge of a fine or penalty or a liability for tort 
incurred without collusion with the injured party, including assets 
which have been so disposed of or distributed in a winding up, whether 
continuing at, or completed before the death ; 

Provided that this sub-section shall not apply to assets disposed of 
or distributed by way of payments from which income-tax was deductible, 
or which were assessable to income-tax, of amounts not exceeding in the 
aggregate, as rospocts payments made in any accounting year or in the 
poriod between the end of the last accounting year and the death of the 
deceased, the amount of the income of the company for that year or 
period. 

(4) The Board may make rules — 

(a) prescribing the class of companies which shall be deemed to 
ho controlled companies and the cIrss of dispos'tions or operations 
which shall be deemed to be transfers ; 

(h) prescribing tho matters to be treated as benefits accruing to 
the deceased from such a company, the manner in which their 
amount is to be determined, and the time at which they are to he- • 
treated as accruing; 
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(c) prescribing the manner in which the net income and the 
value of the assets of such a company are to be determined; 

(d) prescribing the manner in which the accounting year is to 
be reckoned; 

(e) prescribing the manner in which the shares and debentures 
of such a company passing upon the death of the deceased are to 
be valued for estate duty; 

(f) prescribing the conditions upon which and the extent to 
which transactions in the name of such a company shall be deemed 
to be bona fide transactions for full consideration; and 

(y) generally for the purpose of checking the avoidance of estate 
duty through the machinery of such a company: 

Provided that all rules made under this sub-section shall be laid be- 
fore the House of the People not less than fifteen days before the date 
-of then final publication. 

(5) For the purposes of section 88 the deceased shall be deemed 
to have had an interest in the property deemed by virtue of this section 
to be included in the property piassing on his death. 

18. Duty of company and officers of company to give information to 
•Controller on death of transferor. — (7) Whore the deceased has made a 
transfer of property to a controlled company us described in section 17 
the company shall be under obligation to inform the Controller within 
-one mouth from the date of the death of the deceased, of the death, of 
the tact that the decoased made a transfer of property to the company, 
and of tne fact that benefits accruod to the deceased from the company, 
and every person who was an officer of the company at that date, or if 
■the company has been wound up and dissolved before that date, who 
was an officer of the company at any time, shall be under the like ob- 
ligation as respoots such of the facts aforesaid as are within his knowledge, 
-unless he knows, or has reasonable cause for believing, that the infor- 
mation in question has already been given to the Controller by the 
company o-,- some other person. 

(3) If the company or any such person as aforesaid who is under 
•obligation by virtue of the preceding sub-section to give any information 
to the Controller makes default in the performance of that obligation, the 
Controller may impose upon the defaulter a penalty not exceeding one 
thousand rupees. 

19. Collection and Incidence of duty under section 17. — ( 1 ) The 

following persons shall be accountable tor the duty payable ou tho death of 
-the decoased by virtue of section 17, namely: — - 

(a) the company; 

(fa) any person (other than a bona fide purchaser for full con- 
sideration in money or money's worth received by the company for 
its own use and benefit) who receives, whether directly from the 
company or otherwise, or disposes of, any assets which the company 
had, whether as capital or as income, at the death or at any time 
thereafter; 

(c) any person who received any distributed assets of the com- 
pany on their distribution : 

Provided that a person shall not, — - 

(t) by virtue of clause (fa), be accountable in respect of any assets 
for any duty in excess of the value of those assets, or 
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(u) by virtue of ofause (c), be accountable in respect of any 
assets for more than a part of the duty bearing to the whole thereof 
the same proportion as the value of the distribution of those assets 
bears to the principal value of the assets' of the company passing 
■on the death by virtue of section 17. 

Explanation . — -F or the purposes of this Bub-seotion the expressions dig 
itributed assets" and "assets of the company passing on the death" do not 
include any distributed assets of the company which the deceased received 
on their distribution; and a person who, having received any distributed 
-assets of the company, has died before the deceased shall be deemed to 
have been a person accountable by virtue of clause (c). 

(9) Where a company incorporated outside the territories to which 
■this Act extends is accountable for any duty by virtue of the preceding 
sub-section or of this Bub-section, every person who is a member of that 
■company at the death shall also be accountable for a rateable part of that 
duty in proportion to the value of his interest in that company. 

(3) A person accountable Hr any duty by virtue of this section Bhall, 
dor the purpose of raising and paying the duty, have all the powers con- 
ferred on accountable parties. 

(4) On a winding up of the company, Bub-seotion (1) of section 280 
■the Indian Companies Act, 1918 (VII of 1918), shall have eSect as if 
there were included in clause (a) of that sub-section a reference to any 
duty payable in respect of assets of the company passing on a death by 
virtue it section 16 of this Act, and section 129 of the Indian Companies 
Act, 1918, shall have eft'ceL accordingly. 

(.5) The duty payable on the death of the deceased by virtue of 
section 17 shall be a hrst charge by way of floating security on the assets 
which the company had at the death nr has at any time thereafter, and 
any part of the duty for which by virtue of clause (c) of sub-section 
(2) any person is accountable in reap jot of any distributed assets shall be 
a first charge also on those assets: 

Provided that nothing in this sub-section shall operate to make anv 
property chargeable as against a bona fide purchaser thereof for valuable 
•consideration without notice 

(6) Where any duty lias 1 pen — ■ 

(a) paid by a pe’Mon accountable therefor by virtue only of clause 
(c) of sub-section (1); or 

(b) raised by virtue of sub-section (.5) out of any distributed assets 
charged therewith ; 

that person or, as the case may bo, the person wdio was entitled to those 
assets subject to the chargo, may (without prejudice to any right of con- 
tribution or indemnity which he may have apart from this sub-section) 
recover the amount of the duty so paid or raised as aforesaid from any 
person who is accountable therefor otherwise than hv virtue of the said 
■clause (o). 

(7) No part of the duty paid by the company shall be recoverable by 
it from any person on the ground only that he is entitled to any interest 
in, or to any sum charged on, the assets which the company had at the 
death of the deoeased. 

(8) The provisions of sub-soctions (1) and (3) of section 50 shall not 
have effect in relation to the duty payable by virtue of section 17. 
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PAliT III. — Exception & fuom the chaiige of Duty 

20. Foreign property.— (I) There shall not be included in the property 
passing on the death of the deceased — 

(a) immovable property situated outside the territories to which 
this Act extends or immovable property consisting of agricultural land 
situated in any State other than the states specified in the Schedule 
to this Act; 

(fa) movable property situated outBide the territories to which 
this Act extends at the time of the death unless — 

(t) in the case of any property, whether settled or not, the- 
deceased was domiciled in the said territories at the time of his 
death; or 

( it ) in the case of settled property of which the deceased was 
a life tenant, the settlor was domiciled in the said territories 
at the date the settlement took eifect. 

(9) The Board may make rules regulating the manner in whic 1, the 
nature and loca'ity of different classes of assets shall be determined for 
the purposes of this seotion. 

21. Property held by the deceased as trustee.— Property passing on the- 
death of the deceased shall not be deemed to include property held by 
the deceased as trustee for another j ermn under a disposition not made 
by the deceased or under a disposition made by thp deceased whero 
(whother by virtue of the origir.nl disposition or of a subsequent surrender 
of any benefit originally reserved to the deceased or otherwise) possession 
and enjoyment ot Hie pioperty was bona fide assumed by the beneficiary 
at least two years before the death and thenceforward Jetained by birn to- 
the entire exclusion of the deceased or of any -benefit to the deceased b? 
contract or otherwise. 

22. Interest failing before becoming an interest jn possession. — Tu the 

CRse of settled property where tho interest of nny person under the settle- 
ment fails or determines by reason of bis death before it becomes an 
interest in possession, and one or more subsequent limitations under the 
settlement continue to subsist, the property shall not be deemed to pass- 
on his death by reason only of the failure or determination of that interest. 

Explanation 1 . — Where property is settled by a person on himself for 
life and after his death on any other person, with an ultimate reversion of 
an absolute interest or absolute power of disposition to the settlor, the 
property shall not be deemed to pass to the settlor on the death of such 
other person by reason only that the settlor being then in possession of 
the property as tenant for life becomes, in consequence of Bueh death, 
entitled to the immediate reversion or acquires an absolute pow-er to dis- 
pose of the whole property. 

Explanation £. — Whore the interest of a person in settled property 
consists of an interest in the residue or part of the residue of an estate 
of a testator or intestate and the said estate continues to be under admi- 
nistration until the death of the person, the paid interest of the person in the 
residue or part of the residue shall be deemed to have become an infe-eet 
in possession on the date as from which the income from the residue or 
part of the residue would have been attributable to that interest if the 
residue had been ascertained immediately after the death cf tb e testator 
or ini estate. 
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23. Property reverting to disponer. — (1) Where by a disposition of any 

'property an interest its conferred on any person, other than the disponer, 
for the life of such person or determinable on his death and such person 
enters into possession of the interest, and thenceforward retains posses- 
sion of it to the entire exclusion of the disponer or of any benefit to him 
bv contract or otherwise, and the only benefit which the disponer retains 
in the property, is subject to such life or determinable interest and no 
other interest, even contingent, is created by the disposition, then, fin 
the death of such person, the property shall not be deemed to pass by 
■reason only of its reverter to the disponer in his life time. 

[2j Where by a disposition of any property any such interest as is 
mentioned in sub-section (1) is conferred on two or more persons either 
severally or jointly or in succession, sub-section (I) shall apply in like 
manner as whore the interest is conferred on one person: 

Provided that sub-section (1) shall not apply where such person or 
persons taking the said life or determinable interest had at any time prior 
to the disposition been himself or themselves competent to dispose of the 
said property. 

24. Income of settled property acquired on death of spouse. — Where a 
husband or wife is entitled, either solely or jointly with the other, to the. 
income of any j roperty settled by the other under a disposition which took 
effect before tho commencement of this Act and on his or her death the 
survivor becomes entitled to the income of the property (as distinguished 
from the property itself) settled by such survivor, estato duty shall not be 
payablo in respect of that property until the death of that survivor. 

25. Property passing by reason of a bona fide purchase lor full or 
(partial consideration In money. — (7) Subject tn the provisions of section 20 
and section 44 estate duty shall not be payable in respect of property pas- 
sing on the death of the deoeased by reason only of a bona fide purchase 
from tho person under whose disposition the property passes, nor in res- 
pect of the falling into possession of the reversion on any lease for lives, nor 
in respect of the determination of any annuity for lives, where such purchase 
was made, or such lease or annuity granted, for full consideration in money 
■or money’s worth paid to the vendor or grantor for his own use or benefit, 
■or in the case of a lease for the use or benefit of any person for whom the 
.grantor was a trustee. 

(3) Where any such purchase was made, or lease or annuity granted, for 
■partial considerat'on in money or money’s worth paid to the vendor of 
grantor for his own use or benefit, or in the case of a lease for the use or 
'benefit of any person, for whom the grantor was a trustee, the value of the 
consideration shall be allowed as a deduction from the value of tho pro- 
perty for the purpose of estate duty. 

20. Dispositions in lavour of relatives— (1) Where a person dying after 
4he commencement of this Act has made a disposition of property in favour 
of a relative of his, the creation or disposition in favour of the deceased of 
’an annuity or other interest limited to cease on the death of the deceased or 
•of any other person shall not be treated for the purposes of section 25 or 
section 42 as consideration for the disposition made by the deceased, 

(2) If the deceased has made in favour of a ■’ontrolled company a dis- 
position which, if it had been made in favour of a relative of his, would have 
fallen within sub-section (7), this section shall have effect in like manner as 



403 THE GAZETTE OE INDIA, AUGUST 16, 1952 [Part II— Sec. 2’ 

if the disposition had been made in favour of a relative of his, unless it is- 
shown to the satisfaction of the Controller that no relative of the deceased 
was, at the time of the disposition or subsequently during the life of the 
deceased, a member of the company. 

Explanation.- — For the purposes of this sub-section a person who is, or 
is deemed by virtue of this provision to be, a member of a controlled! 
company which is a member of another Biich company shall be deemed to 
be a member of that other company. 

(3) Where there have been associated operations effected with referenee- 
to the receiving by the deceased of any payment in respect of such an annuity 
or other interest as is mentioned in sub-section (I), or effected with a view 
to enabling him to receive or to facilitating the receipt by him of any such 
payment, this section shall have effect in relation to each of those associated 
operations ns it has effect in relation to the creation or disposition in favour' 
of the deceased of such an annuity or other interest. 

(4) In this section — 

(i) “relative" means, in relation to the deceased, — 

(a) the wife or husband of the deceased, 

(b) the father, mother, children, uncles, and aunts, of the 
deceased, and 

(c) any issue of any person falling within either of the 
preceding sub-clauses and the other party to a marriage with any 
such person or issue; 

(it) reference to “children" and “issue” include reference to- 
illegitimate children and to adopted children; 

(iii) “annuity" includes any series of payments, whether inter-con. 
nectad or not, whether of the same or of varying amounts, and 
whether payable at regular intervals or otherwise, and payments of 
dividends or interests on shares in or debentures of r company shall 
be treated for the purposes of this section as a sorics of payments, 
constituting an annuity limited to cease on a death if the payments 
are liable to cease on the death, or the amounts thereof are liable to- 
be reduced on the death, by reason directly or indirectly of the extin- 
guishment or any alteration of rights attaching to, or of the issue of 
any shares in or debentures of a company; 

(ft 1 ) “associated operations’' means any two or more operations of 
any hind being, — 

(a) operations which affect the same property, or ono of which* 
affects some property and the other or others of which affect pro- 
perty which represents, whether directly or indirectly, that pro- 
perty, or income arising from that property, or any property re- 
presenting accumulations of any such income ; or 

(h) any two operations of which one is effected with reference 
to tho other, or with a view to enabling it .to be effected or to faci- 
litating its being effected, and any third operation having a like- 
relation to either of those two, and any fourth operation having a 
like relation to any of those three, and so on; 
whether those operations are effected by the same person or by diffe- 
rent persons, whether they are connected otherwise than as aforesaid 
or not, and whether they are contemporaneous or any of them precedes 
or follows any other. 
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27. Effect of new or increased rates of duty on certain prior Bales and 
mortgages. — Where an interest in expectancy in any property has, 
whether before or after the commencement of this Act, been bona fide sold 
or mortgaged for full consideration in money or money's worth, and the 
rates of estate duty in force in the case of a person dying when the interest 
falls into possession are higher than the rateB in force, if any, in the case of 
a person dying at the time of the sale or mortgage, then — 

(a) no other duty on that property shall be payable by the pur- 
chaser or mortgagee when the interest falls into possession than thfr 
duty, if any, which would have been payable if the rates of estate duty 
applicable had been the rates in force, if any, in the case of a person 
dying at the time of the sale, or mortgage, and 

( b ) in the case of a mortgage, any higher duty payable by the 
mortgagor shall rank as a charge subsequent to that of the mortgagee. 

28. Settled property in respect of which since the date of the settlement 
estate duty has been paid on the death of the deceased’s spouse. — If estate 

duty has already been paid in reaped of any settled property since the 
date of the settlement, on the death of one of the parties to a marriage, 
the estate duty shall not be payable in respect thereof on the death nf the 
other party to the marriage, unless ihe latter wub at the time of his death, 
or had been at any time during the continuance of the settlement, com- 
petent to dispose of such property, and, if on his death subsequent limita- 
tions under the settlement lake effect in respect ot such property, was 
sui juru at the time of his death, or had been sui juris at any time while 
so competont to dispose of the property. 

29. Agreement for avoidance or relief of double taxation with respect to 
estate duty. — The Central Government may enter into an agreement wit hi 
the Government of any reciprocating country for the avoidance or relief of 
double taxation with respect to estate duty leviable under this Act and' 
under the corresponding law in force in the reciprocating country and may, 
by notification in the Official Gazette, make such provision ns niav be 
necessary for implementing the agreement. 

ErpUination . — -The expression “reciprocating country’’ for the purposes 
of this Act means any country which the Central Government may, by 
notification in the Official Gnzotte, declare to be a reciprocating country. 

30. Allowance for quick succession to land or a bunlness. — Where the 
Hoard is satisfied that estate duty has become payable on any property 
consisting nf land or on a business (not being a businosg carried on by a 
company) or any interest in such land or business passing upon the death 
of any person, and that subsequently within five years estate duty has 
again become payable on the unis property or any part there if pasGnc on 
the death of the person to whom the property passed on the firnt death, 
the amount of estate duty payable on the second death in respect of the 
property so passing shall be reduced as follows: — , 

Where the second death occurs within one year of the first death, 
by 50 per cent. ; 

Wh°re the second death occurs within two jeers of the first 
death, bv 40 per cent. ; 

Where the second death occurs within ftiree years of tho first 
death, by 30 per cent.; 
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Where the second death occurs within four years of the first 
death, by 20 per cent. ; 

Where the second death occurs within five years of the first 
death, by 10 per cent. : 

Provided that where the value on which the duty is payable of the 
'property on the second death exceeds the value on which the duty was 
payable of the property on the first death, the latter value shall be 
-substituted for the former for the purpose of calculating the amount of 
'duty on which the reduction under this section is to be calculated. 

81. Exemption of coparcenary interest of a Hindu widow dying within 
•-seven years of her husband’s death.— Where on the death of a member of 
a Hindu coparcenary, his interest in the coparcenary property has devolved 
'on his widow, then, if the widow dies within seven years of her husband’s 
death and the interest aforesaid devolves upon the members of the 
•coparcenary or any of them, no estate duty shall be leviable in respect of 
the passing ot the interest aforesaid on the death of the widow, if and in 
so far ns esmte duty had been paid in respect of the passing of such 
Interest on the death of her husband. 

32. Exemptions, reductions and other modifications. — The Central 

'Government may, by notification in the Official Gazette, make any 
exemption, reduction in rate or other modification in respect of estate 
duty in favour of any class of property or the whole or any part of the 
property of any class of persons. 

PART IV.- — Aggregation of Property and Rates of Duty 

33. Aggregation. — ( 1 ) For determining the rate of estate duty to be 
paid on any property passing on the death of the deceased, all property 
so passing in respect of which estate duty is leviable shall be aggregated 
so as to form one estate and the duty shall be levied at the proper 
.graduated rate on the principal value thereof: 

Provided that any property so passing, in which the deceased never 
had an interest, not being a debt or right or benefit that is treated as 
property by virtue of tho Explanations to clause (15) of section 2, shall 
no! ho aggregated with any other property, but shall he an estate bv itself 
and the estate duty shall be leviable at the proper graduated rate on the 
principil valup thereof. 

(F) Evcrv estate shall include all income accrued upon the property 
included therein down to and outstanding at the date of the death of the 
•deceased. 

(3) Property passing on any death shall not be aggregated more than 
once nor shall estate duty in respect thereof be levied more than once 
•on the same death 

34. Eatea of duty to be according to Central Act. — The rates of estnte 
■duty shall be according to such scale as may be fixed by an Act of 
Parliament. 

PART V. — Value chargeable 

35. Principal value how to be estimated.— (I) The principal value of 
nny propertv shall he estimated to be the price wffiich, in the opinion of 
the C’ontrollei it would fetch if sold in the open market at the time of 

ithe deceased’s death. 
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(2) In estimating the principal value under this section the Controller 
shall fix the, price of the properly according to the market price at the 
time of tne deceased’s death and shall not make any reduction in the 
estimate on account of the estimate being made on the assumption that 
the whole property is to be placed on the market at one and the same- 
time: 

Provided that where it is proved to the satisfaction of the Controller 
that the value of the property has depreciated by reason of the death of 
the deceased, the depreciation shall be taken into account in fixing the 
price. 

36. Valuation of shares in a private company where alienation is 
restricted. — Where the articles of associatiQn of a private company con- 
tain restrictive provisions as to the alienation of shares, the value of the 
shares, if not ascertainable by reference to the value of the total assets 
of the company, shall be estimated to be what they would fetch if they 
could be sold in the open market on the terms of the purchaser being 
entitled to be registered as holder subject to the articles, but the fact 
that a special buyer would for his own special reasons give a higher price 
than the price in the open market shall be disregarded. 

37. Valuation of interests in expectancy. — Where an estate includes 
an interest in expectancy, estate duty in respect of that interest shall be 
paid, at the option 'of the person accountable for the duty, either with 
the duty in respect of the rest of the estate or when .the interest falls into 
possession, and if the duty is not paid with the estate duty in respect of 
the rest of the estate, then — 

(a) for the purpose of determining the rate of estate duty in 
respect of the rest of the estate, the value of the interest shall be its 
value at the date of the death of the deceased; and 

(ft) the rate of estate duty in respect of the interest when it falls 
into possession shall be calculated according to its value when it falls 
into possession, together with the value of the rest of the estate as- 
previously ascertained. 

38. Valuation of benefits from interests ceasing on death. — The value 
of the benefit accruing or arising from the ‘cesser of an interest ceasing, 
on the death of the deceased shall — 

(a) if the interest extended to the whole income of the property^ 
he the principal value of that property; and 

(ft) if the interest extended to less than the whole income orf the pro- 
perty, be the principal value of an addition to the property equal to the- 
income to which the interest extended. 

39. Valuation to be made by the Controller. — Subject to the provisions 
of this Act, the value of any property for the purpose of estate duty shall 
be ascertained by the Controller in such manner and by such means as he 
thinks fit and if he authorises a person to inspect any property and to 
ro port the value thereof for the purposes of this Act, that person may 
enter upon the property and inspect it at such reasonable times as the Con- 
troller considers necessary. 

40. Costs of valuation. — Where the Controller requires any person to 
report on the value of any property for the purposes of this Act, the 
reasonable costs of such valuation shall be defrayed by the Controller. 
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41 . Controller may accept and certify valuation wlien convenient. — The 

Controller on application from a person accountable for the duty on any 
property forming part of an estate shall, where he considers that it 
can conveniently be done, certify the amount of the valuation accepted 
by him for any class or description of property forming part of such estate. 

PART VI. — Deductions 

42. Reasonable funeral expenses and, with some exceptions, debts and 
incumbrances to be allowed for in determining chargeable value of 
estate. — In determining the value of an estate for the purpose of estate 
duty, allowance shall be made for reasonable funeral expenses and for 
debts and incumbrances; but an allowance shall not be made — 

(o) for debts incurred by the deceased, or incumbrances created 
by a disposition made by the deceased, unless, subject to the provisions 
of section 26, such debts or incumbrances were incurred or created 
bona fide for full consideration in money or money's vorth wholly for 
the deceased’s own use and benefit and take effect out of bis interest, 
or, 

(6) for any debt in respect whereof there is a right to reimburse- 
ment from any other estate or person, unless such reimbursement 
cannot be obtained, or, 

(c) more than once for the same debt or incumbrance charged 
upon different portions of the estate, 

and any debt or incumbrance for which an allowance is made shall be 
deducted from the value of the property liable thereto. 

43 . Limitations on debts deductible. — Where a debt or incumbrance has 
been incurred or created in whole or in part for the purpose of or in consi- 
deration for the purchase or acquisition or extinction, whether by operation 
of law or otherwise of any interest in expectancy in any property passing 
or deemed to pass on the death of the deceased and auy person whose 
interest in expectancy is so purchased, acquired, or cxtinguisiied becomes 
(under any disposition made by or through devolution of law bom. or under 
the intestacy of, the deceased, entitled to any interest in that propeity, 
then in determining the value of the estate of the deceased for the purpose 
of estate duty no allowance shall be made in respect of such debt or in- 
cumbrance, and any property charged with any such debt or incumbrance 
shall be deemed to pass freed from that debt or incumbtance: 

Provided that — 

(a) if .part only of such debt or incumbrance was incurred or 
created for such purpose, or as such consideration as aforesaid, this 
provision shall apply to that part of such debt or incumbrance only; 
and 


(b) if a person whose interest in expectancy in the property so 
purchased, acquired or extinguished becomes entitled to an interest 
in part only of that property, this provision shall apply only to such 
part of the debt or incumbrance as bears the same proportion to the 
whole debt or incumbrance as the value of the part of the property 
to an interest in which he becomes entitled bears to the value of the 
whole of that property. 
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44. further limitations. — (I) Any allowance which, but for this pro- 
vision, would be made under section 42 for a debt incurred by the deceased 
as mentioned in clause (a) of that section, or for an incumbrance created 
by a disposition made by the deceased as therein mentioned, shall be 
subject to abatement to an extent proportionate to the value of any of 
the consideration given therefor \> Inch consisted of— 

(a) property derived ‘from the deceased; or 

( b ) consideration not being such property as aforesaid, but given 
by any person who was at any time entitled to, or amongst whose 
resources there was at any time included, any property derived from 
the deceased: 

Provided that if, where the whole or a part of the consideration given 
-consisted of such consideration as is mentioned in clause ( b ) of this sub- 
jection, it is proved to the satisfaction of the Controller that the value of the 
consideration given, or of that part thereof, as the case may be, exceeded 
that which could have been rendered available by application of ail the 
property derived from the deceased, other than such (if any) of that pro- 
perty as is included in the consideration given or as to which the like 
facts are pioved in relation to the giving of the consideration as are men- 
tioned in the proviso to sub-section ( [1 ) of section 16 in relation to tne 
purchase or provision of an annuity or other interest, no. abatement shall 
be made in respect of the excess. 

(2) Money or money’s worth paid or applied by the deceased in or 
towards satisfaction or discharge of a debt or incumbrance in the case -of 
which sub-section (I) would have had effect on his -death if the debt or 
incumbrance had not been salFfied or discharged, or in reduction of a debt 
or incumbrance in the case of which that sub-section has effect on his 
■death, shall, unless so paid or applied three years before the death, be 
treated as property deemed to be included in the property passing on the 
death and estate duty shall, notwithstanding anything in section 24, be 
payable in respect thereof accordingly ■ 

(3) The provisions of sub-section ( 2 ) of section 16 shall have effect for 
the purpose of this section as they have effect for the purp'ose of that 
■section. 

45. Debts to persons resident out of India not to be deducted in first 
instance except from duty-paid property outside India — An allowance 
shall not be made in the first instance for d°bts due from the deceased to 
p arsons resident out of the territories to which this 4ct extends (unloss 
contracted to be paid in the -aid territories or charged on properties 
situate within the said territories), except out of the value of any property 
of the deceased situate out of the said territories in respeet of which estate 
duty is paid ; and there shall be no repayment of estate duty in respeet of any 
such debts, except to the extent to which it is shown to the satisfaction 
of the Controller that the property of the deceased situate in the foreign 
•country in which the person to whom such debts are due resides is in- 
sufficient for their payment. 

46. Cost of realising or administering foreign property may be allowed 
lor within certain limits. — Where the Controller is satisfied that any addi- 
tional expense in administering or in realising property has been incurred 
by reason of the property being situate out of the territories to which ‘this 
Act extends, he may make an allowance from the value of the property 
■on account of such expense not exceeding in any case five per cent, on 
the value of the property. 
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47. Allowance lor duty paid in a non-reciprocating country — Where 
any property passing on Ihe death of the deceased is a tunte in a non-reci- 
p wonting country and the (’mil roller is sat'sfied that by reason ot such 
death any duty is payable m tlial country in lespcei ot that property, 
he may make an allowance of the whole or any part of the amount 
of tlmt duty from the value of the property. 

Explanation. — In this section, the expression "non -reciprocating 
conutiv” means any eountry other than India which has not been 
declared to be a reciprocating country for the purposes of this Act. 

PAET VII. — Collection of tub Duty 

48. Method ol collection of duty. — Estate duty may be collected by 
such means and m such manner as ihe Board may prescribe. 

49. Payment ot duty may be .j/’cepted In prescribed Government 
securities —The Bmud may pie cubed that Government se< mill's s a'l uc j 
accepted in pin, merit of estate duty on such terms ns it thinks fit 

50. Persons, accountable, and their duties and liabilities -(7) Where 
any property passes on Ihe death ol the deceased — 

(«) every legul representative to whom such property so passes for 
any beneficial interest in possession or in whom any interest in the 
property so passing is at any time vested, 

( b ) every trustee, guardian, committee or othpr person in whom 
anv interest in the property so parsing nr the management thereof is 
at any time vested, and 

(c) every person in whom any interest in the property so passing 
is vested in possession by alienation or other derivative title, 

shall bo acconnijhle for ihe who'c of the estate duty on the pioperty pass- 
ing on the death but shall not be liable for any duty in gxocsb of the assets 
of the deceased which he actually received or which, but for his own neg- 
lect or default, he might have received : 

Provided that nothing in this section shall render a person accountable 
foi duty who acts merely as agent or bailiff for another person in the 
management of property. 

(2) Notwithstanding anythmg contained in sub-section ( 1 ), where an 
heir-at-law proves to the satisfaction of the Controller that some other per- 
son is in adverso possession of any assets of the deceased, the heir-at-law 
shall not be accountable for the portion of the estate duty payable in res- 
pect of suoh assets: 

Piovided that he shall become so accountable if, and to the extent 
that, he subsequently rec 'Vers possessions of such assets. 

(.9) Every person accountable for estate duty under the provisions of this 
section shall, within six monlhb of the doaili of the deceased or such later 
time ns Ihe Coot>nlhr inav allow, delivet to the Contioller and verify to the 
best of Ins knowledge and belief, an account of all the property in respect 
of which estate duty is payable. 

(4) Where the person accountable knows of any property which he has 
not ine’nded in his account because ho does not know its amount or value, 
he may state that such property exists, bu^ he does not know the amount 
or value thereof and that he undertakes, as soon as ihe amount Rnd value 
are ascertained to bring a supj leinentary account thereof and to pay both 
the duty for which he may be liahlo in respect of such property and any 
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further duty payable by reason thereof for which he may be liable in 
respect of the property mentioned in the original account. 

(5) Where two or more persons are accountable, whether in the same 
capacity or in different capacities, for estate duty in respect of any pro- 
perty passing on the death of the deceased, they shall be liable jointly 
and severally for the whole of the estate duty on the property so passing. 

51. Every person believed to be in possession to deliver statement of 
particulars of property as required by Controller. — Every person accountable 
for estate duty, every company to which, in the opinion of the Controller, 
a transfer of property has been made by the deceased as mentioned in 
section 17, every person who is or was at any time an officer or auditor 
of such a company, and every person whom the Controller believes to 
have taken possession of or administered any part of the estate in respect 
of which duty is leviable on the death of the deceased, or of the income 
of any part of such estate shall, if required by the Controller, deliver to 
him and verify, to the best of his knowledge and belief, a statement of 
such particulars together with such accounts, documents, evidence or 
information as the Controller may require relating to any property which 
he has reason to be'ieve to form part of an estate in respect of which 
estate duty is leviable on the death of the deceased. 

52. Penalty for default. — Any person who without reasonable cause has 
failed to comply with the provisions of section 50 or section 51 or has failed to 
comply with the said provisions within the time allowed, shall be liable 
to pay a penalty of one thousand rupees or a sum equal to double the 
amount of estate duty, if any, remaining unpaid for which he is account- 
able, according as the Controller may direct: 

Provided that the Controller may reduce the penalty in any particular 
case. 

53. Executor to specify all chargeable property with affidavit of 
valuation. — In all cases in which a grant of representation is applied for 
within six months of the death of the deceased — 

(a) the executor of the deceased shall, to the best of his know- 
ledge and belief, _ specify in an appropriate account annexed to f)he 
affidavit of valuation filed in court under section 19-1 of the Court-fees 
Act, 1870 (YII of 1870), all the property in respect, of which estate 
duty is payable upon the death of the deceased and shall deliver a 
copy of the affidavit with the account to the Controller, and 

(b) no order entitling the applicant to the grant of representation 
shall be made upon his application until he has delivered the account 
prescribed in clause (a) and has produced a certificate from the Con- 
troller under section 55 or section 61 that the estate duty payable in 
respect of the property included in the account has been or" will be 
paid, or that none is due, as the case may be. 

54. Estate duty when due and how and when to be collected ( 1 ) 

Estate duty shall be due from the date of the death of the deceased and 
'shall be collected upon the account delivered under section 50 or clause 
(a) of section 53 or the account prepared under sub-section (2) of section 55. 

(2) When any estate duty, penalty, interest or any other sum charge- 
able under this Act has been determined in consequence of any order 
passed under or in pursuance of this Act, the Controller shall serve on the 
person accountable a notice of demand in the prescribed form specifying 
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the sum so payable and the time within which and the place at which 
it is payable. 

55. Duty to be paid or security for payment furnished on delivery of 
account and certificate to be granted thereupon. — Upon delivery of the 
account under section 50 or clause (a) of section 53, the person delivering 
it shall pay to the Controller, or furnish security to the satisfaction of the 
Controller for the payment of, the estate duty, if any, payable in respect 
of the property included in the account, and the Controller shall there- 
upon grant him a certificate that such duty has been or will be paid, or 
that none is due, as the ease may be. 

56. Controller’s powers in respect of valuations.— (1) If the Conte oi- 
ler is of opinion that the person delivering the account has under-estima- 
ted the value of the property in respect of which estate duty is payable 
(whether by placing too low a value on the property included in the ac- 
count or by emitting to include therein property that ought to have 
been included), the Controller may inquire into the matter in such 
manner and by such means as he thinks fit and, if still of opinion that 
the value of the property has been under-estimated, may require him to 
amend the valuation, and if that person does not amend the valuation 
to the satisfaction of the Controller, the Controller may determine de- 
valuation on the basis of which estate duty is payable. 

(2) In any case where no account has been delivered as required by 
section 50 or clause (a) of section 53, the Controller may cause an ac- 
count of the property passing on the death of the deceased to be pre- 
pared in such manner and by such means as he thinks fit and may call 
upon any person who in his opinion is accountable for the payment of 
estate duty in respect of the property to accept such account, and if that 
person docs not accept the account or his liability, the Controller may 
determine the estate duty payable by that person. 

57. Appeal against determination by Controller. — ( 1 ) Any person 
objecting to the valuation made or the estate duty determined by the 
Controller or denying his liability to account for the duty payable in 
respect of any property, may, within ninety days of the receipt of the notice 
of demand under section 54, appeal to the Board in the prescribed form 
and verified in the prescribed manner. 

(2) The Board may admit an appeal after the expiry of ninety days re- 
ferred to in sub-section (I) if it is satisfied that there was sufficient cause 
for not presenting it within that period. 

(3) The Board may, in disposing of any appeal hold or cause to he 
held such further inquiry as it thinks- fit, and after giving the appellant 
an opportunity of being heard, pass, subject to the provisions of sub- 
section (4) such orders thereon as it thinks fit and shall send a copy cf 
such orders to the appellant and the Controller. 

(4) Where the dispute pertains to the valuation of any property, the 
appellant may require the Board to refer the question of disputed value 
to the arbitration of the Valuers, and the cost of such arbitration shall be 
paid by the appellant. 

(5) Notwithstanding that an appeal has been filed before the Board, 
so much of the estate duty as is not in dispute shall be payable by the 
appellant. 

58. Statement of case by the Board to High Court.— (I) Within ninety 
days of the date upon which he is served with an order under sub-section (3) 
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of section 57, the person accountable may present an application to the* 
Board in the prescribed form, accompanied by a -fee of five hundred 
rupees, requiring the Board to refer to the High Court any question of 
lav arising out of such order, and the Board shall, if in its opinion a 
question of law arises out of such order, state the case for the opinion 
of the High Court: 

Provided that the Board may admit such an application after the expiry 
of ninety days if it is satisfied that there was sufficient cause for not 
presenting it within the said period. 

(2) If, on an application made under sub-section (I), the Board — < 

(a) refuses to state a case on the ground that no question of law 
arises or 

(b) rejects it on the ground that it is time-barred, the 
person accountable may, within three months from the date on which 
he is served with a notice of refusal or rejection, as the case may be, 
apply to the High Court, and the High Court may, if it is not satis- 
fied with the correctness of the decision of the Board, require the 
Board to state the case to the High Court and on receipt of such 
requisition the Board shall state the case: 

Provided that if, in any case where it has been required by a person 
accountable to state a case, the Board refuses to do ‘so on the ground th r '■ 
no question of law arises, such person may within thirty days from 
date on which he receives notice of the refusal to "state the ease, w 
draw his application and if he does so the fee paid by him under i 
section ( 1 ) shall b'e refunded. 

(3) Section 5 of the Indian Limitation Act, 1908 (IX of 1908) shall 
apply to an application to the High Court under sub-section (2). 

_ (4) If, on an application made under sub-section (I), the Board is of 
opinion that either on account of the importance of any question -of 
law involved in the case or on account of a conflict in the decisions of 
different High Courts in respect of any particular question of law arising 
therefrom, it is expedient that a case should be stated direct to the 
Supreme Court, the Board may state the case direct to the Supreme 
Court. 

(d) The case shall set forth the facts, the determination of the Board 
and the questions of law which arise out of the case, 

(G) If the High Court or the Supreme Court is not satisfied that the 
case as stated is sufficient to enable it to determine the questions of law 
raised thereby, the Court may require the Board to make such addi- 
tions thereto, err alterations therein, as it may direct in this behalf. 

(7) The High Court or the Supreme Court upon hearing any such 

case shall decide the question of law raised therein and in doing so may, 
if it thinks fit, alter the form of the question of law and shall deliver its 
judgment thereon containing the ground on which such decision is found- 
ed and shall send a copy of such judgment, under the seal of the Court 
and the signature of the Begistrar, to the Board which shall pass such 
orders as are necessary to dispose of the case conformably to such 
judgment. , 

(8) The costs of any reference t.o the High Court or to the Supreme 
Court shall be in the discretion of the Court. 
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(9) Notwithstanding that a reference has been made under this section to 
the High Court -or to the Supu-mc Court, estate duty shall be ; arable in 
accordance with the determination made by the Eoard. 

( 10 ) For the purposes of this section “High Court’’ means the High 
"'Court to which, or to a court subordinate to which, an application for 
grant of representation has been made, or where no such application 
has been made, the High Court which would have jurisdiction to enter- 
tain such an application. 

59. Case to be heard by Benches of High Courts and appeal to lie in 
certain cases to the Supreme Court. — (1) When a case has been stated to 
the High Court under section 58, it shall be heard by a Bench of not less 
than two Judges of the High Court, and shall be decided in accordance 
with the opinion of such Judges or of the majority (if any) of such 
J udges : 

Provided that where there is no such majority, the Judges shall state 
the point of law upon which they differ, and the case shall then be heard 
upon that point only by one or more of the other Judges of the High 
Court, and such point shall be decided according to the opinion of the 
majority of the Judges who have heard the case, including those who first 
heard it. 

(8) An appeal shall lie to the Supreme Court from any judgment of 
the High. Court delivered on a case stated under section 58 in any case 
■which the High Court certifies to be a fit one for appeal to the Supreme 
Court. 

(3) The provisions of the Code of Civil Procedure, 1908 (Act Y of 
1908), relating to appeals to the Supreme Court shall, so far as may be, 
apply in the case of appeals under this section in like manner as they 
apply in the case of appeals from decrees of a High Court: 

Provided that nothing in the sub-section shall be deemed to affect the 
provisions of sub-section (/) of section 58: 

Provided further that the High Court may, on petition made for the 
■execution of the order of the Supreme Court in respect of any costs award- 
ed thereby, transmit the order for execution to any court subordinate to 
the High Court. 

■- (4) Where the judgment of the High Court is varied or reversed in 

appeal under this section, effect shad be given to the order of the 
Supreme Court in the manner provided in sub-section (7) of section 58. 

60. Grant of representation not to be delayed on reference to High 
Court. — Where any grant of representation has been applied for, it shall not 
he delayed by reason ol any reference to a High Court under section 58. 

61. Certificate of payment of duty, and penalty for non-payment. — 
(2) Where the valuation is amended by the person accountable upon the 
•Controller’s requisition under sub-section (1) of section 56 or is enhanced 
hy the High Court upon the Board’s reference under section 58, and in 
any case where the original valuation has been discovered to be too low, 
such person shall, within one month of the amendment or enhancement or 
discovery, pay the deficit duty which is payable in respect of the property 
upon the amended or enhanced or full valuation and the Controller shall 
thereupon grant him a certificate accordingly. 

(2) Where the valuation is redyced by the High Court on the Board’s 
reference under section 58, the Controller shall refund to the ppr«v> 
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accountable any excess duty paid by him and shall grant to him a certi- 
ficate that the full duty payable in respect of the property has been paid. 

(3) In any case where no account has been delivered as required by 
section 50 or clause (a) of section 58 the person who is called upon to 
accept the account prepared by the Controller under sub-section ( 2 ) of 
section 55 shall, within one month of his acceptance or, as the case may 
be, of the final disposal of the reference made under sub-section (1) of 
section 58, pay the full duty payable in respect of the property and the 
Controller shall thereupon grant him a certificate accordingly. 

(4) If the person, accountable does not pay the amount of duty due 
from him under sub-seetion (2) or sub-section (3) within the period 
specified therein, lie shall be liable to a penalty of one thousand rupees or 
a sum equal to five times the amount due according as the Controller may 
elect : 

Provided that the Controller may in any particular case reduce the 
penalty. 

(5) Where a person accountable for the estate duty in respect of any 
property passing on a death applies to the Controller at any time and 
delivers and verifies a full statement to the best of his knowledge and 
belief of all property passing on such death and the several persons en- 
titled thereto, the Controller may determine the estate duty payable in 
respect of the property and on 'payment of that duty, the Controller shall 
give him a certificate accordingly. 

62. Commutation of duty in respect of interest in expectancy. — The 

Controller in his discretion may, upon application by a person entitled to 
an interest in expectancy, commute the estate duty which would or 
might, but for the copimutation, become payable in respect of such in- 
terest for a certain sum to be presently paid, and, for determining that 
sum, shall cause a present value to be set upon such duty, regard being 
had to the contingencies affecting the liability to and rate and amount of 
such duty, and interest being reckoned at three per cent.; and on the 
receipt of such sum the Controller shall give a certificate accordingly. 

63. Assessment in complicated cases. — Where by reason of the number 
-of deaths upon which property has passed or of the complicated nature 
of the interests of different persons in property which has passed on death, 
or from any other cause, it is difficult to ascertain exactly the amount of 
estate duty payable in respect of any property or any inter st therein or 
so to ascertain the same without undue expense in proportion to the value 
of the property or interest, the Board, on the application of any person 
accountable for the duty and upon his giving to the Board all the informa- 
tion in his power respecting the amount of the property and the several 
interests therein and other circumstances of the case, may by way of 
composition for all or any of the duties payable in respect of the property 
or interest and the various interests therein or any of them, assess such 
sum on the value of the property or interest, as having regard to the 
circumstances appears proper, and may accept payment of the sum so 
assessed in full payment of all claims for estate duty in respect of such 
property or interest, and shall give a certificate accordingly. 

64. Controller may allow postponement of payment on terms. — Where 
the Controller is satisfied that the estate duty leviable in respect of any 
property cannot, without excessive sacrifice, be raised at once, he may allow 
payment to be postponed for such period, to such ®yteni, and on payment 
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of such interest not exceeding four per cent, or any higher interest yielded 
by Ihe piopeity, and on such other teims as hj may think fit. 

05. Board may remit duty and in' -rest outstanding after twenty years 
from death.- If after the expiration ut twenty yems trout a ihnlh upon 
which estate duty became leviable any such duly retiming unpaid, the 
Boaul inay, if it thinks fit, on the application of any person accountable or 
liable :cr such duty or interested in the property, remit the payment of 
such duty or any part thereof or any interest thereon. 

66. Forms. — All affidavits, accounts, certificates, statements and forma 
used for the purposes of this Part of this Act shall be in such form and 
contain such particulars as may be prescribed by the Board and, if so re- 
quired by the Board, shall be in duplicate and accounts and statements 
shall ba delivered and verified on oath and by production of books and docu- 
ments iu the manner prescribed by the Board and any person who wilfully 
fails lo comply with the provisions of this section shall be liable to the 
penalty mentioned in section 5*2. 

67. Eecovery of duty and penalties. — Any estate duty or deficit duty 
and any intercut or penalty payable under this Act may, on the certificate 
of the Controller, be recovered from the person liable thereto as if it wore an 
arrear of land revenue by any Collector in any btato. 

PABT VIII. — Change of Estate Duty on Property and Facilities for 

raising IT 

68. Estate duty a first charge on property liable thereto.— (7) Subject to 
the provisions of section 19, the estate duty payable in respect of property, 
movable or immovable, passing on the death of the deceased, shall be a 
first charge on tho immovable property so passing (including agricultural 
land) in whomsoever it may vest on his death after the debts and incum- 
brances allowable under Port VI of this Act; and any private transfer or 
delivery of such property shall be void against any claim in respect of such 
estate duty, 

(2) A rateable part of the estate duty on an estate, in proportion to the 
value of any beneficial interest in possession in movable property which 
passes to any poison (other than the legal representative of the deceased) 
on the t'enth of the deceased shall be a first charge on such interest; 

Provided that tho properly shall not be so chargeable as against a bo na 
fide purchaser thereof for valuable consideration without notice. 

(3) The Board may release the whole or any part of any property, who- 
ther movable or immovable, from charge under this section in such cir- 
cumstances and on such conditions as it thinks fit. 

69. Discharge from estate duty In certain cases. — A certificate granted by 
the Controller under section 61, or by the Board under section 0,'S, shall 
discharge the property included therein and the grantee so far as regards 
that property from any further claim for estate duty, but shall not discharge 
any person or property from estate duty in case of fraud or failure to 
disclose material fact? and shall not affect the duty payable in respect of 
any property afterwards shown to have passed on the death nor any further 
duty payable by reason thereof in respect of the proporty included in the 
certificate; 

Provided nevertheless that a certificate purporting to be a dischaige of 
the whole estate duty payable in respect of any property included in the 
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certificate shall exonerate a bona fide purchaser for valuable consideration 
without notice from the duty notwithstanding any such fraud or failure. 

70. Person accountable to be repaid by trustees and owners in certain 
cases. — If a person accountable under section 50 pays any part of the estate 
duty in respect of any property not passing to him, it shall, where occasion 
requires, be lepaid to him by the trustees or owners of the property. 

71. Facilities for paying duty or raising amount already paid. — (1) A. 
person authorised or required to pay estate duty in respect of any property 
shall, for the purposes of paying the duty, or raising the amount of the 
duty when already paid, have power, whether the property is or 18 not 
vested in him, to raise the amount of such duty and any interest and 
expenses properly pa'd or incurred by him in respect thereof, by the sale 
or mortgage of or a terminable charge on that property or any part thereof. 

(2) A person having an interest in any property, who pays the estate 
duty in respect of that property, shall be entitled to the like charge, as 
if the estate duly in respect of that property had been raised by means of a 
mortgage to him. 

(3) Any money arising from the sale of property comprised in a settle- 
ment or held upon trust to lay out upon the trusts of a settlement may be 
expended in paying any estate duty in respect of property comprised in. 
the settlement and held upon the same trusts. 

PART IX. — Miscellaneous 

72. Jurisdiction of courts barred save as expressly provided. — Save as- 
provided in this Act, nothing done or in good faith purporting to be done 
by any estate duty authority under this Act shall be called in question in 
any court. 

73. Disclosure of information by a public servant — The provisions of 
section 54 of the Indian Income-tax Act, .1922 (XI of 1922), shall apply 
to all accounts, statements, documents, evidence or affidavits, given, pro- 
duced or obtained in connection with or in the course of the proceedings 
under this Act: 

Pk vided that nothing in the said section 54 shall apply to the disclosure 
of any such particulars to any person acting in the execution of this Act 
or of the Indian Income-tax Act, 1922, where it is necessary or desirable 
to disclose the same to him for the purposes of either this Act or the said 
Act 

74. Rule-making powers of the Board. — Subject to the condition of 
previous publication, the Board may make rules not inconsistent with this 
4et prescribing ail matters which by this Act are required or peimitted 
to be prescribed, or which are necessary or convenient to be prescribed for 
carrying out the purposes of or giving effect to this Act. 

THE SCHEDULE 
(See section 5) 

States in which estate duty is leviable on agricultural land. 

Bombay. 

Orissa. 

Uttar Pradesh. 

Hyderabad. 

Rajasthan. 

Madhya Pradesh. 
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STATEMENT OF OBJECTS AND REASONS 

The object ol the Bill is to impose an estate duty on property passing 
or deemod to pass on the death of a person. Though the levy and collec- 
tion of income-tax at high rates since the War and the investigations 
undertaken by the Income-tax Investigation Commission in a number of 
important cases of tax evasion have, no doubt, prevented to some extent 
the further concentration of wealth in the hands of those who arc already 
wealthy, yet these do not amount to positive steps in the direction of 
reducing the existing inequalities in the distribution of wealth. It is hoped 
that b> the imposition of an estvte duty such unequal distributions may 
be rectified to a large extent. Such a measure would also assist the States 
towards financing their development schemes. In their draft outline 
Report, the Planning Commission havo, it will be recalled, stressed the 
necessity of undertaking legislation to levy death duties in India as early 
as possible. 

2 A Bill seeking to impose such a duty was first introduced in 1910 
and then re-introduced in the provisional Parliament in 1948. The latter 
Bill uitei being considered by tile Select Committee lapsod on the dis- 
solution of that Parliament. The present Bill is practically a reproduction 
of that Bill us reported on by Ihe Select Committee, but certain changes 
have been made, which are as follows — 

(1) When Ihe earlier Bill was drafted, the Centro had no jurisdic- 
tion to legislate in respect of agricultural laud, but now some States 
have passed the necessary resolutions under nrtide 252 of the Con- 
stitution, and the Bill therefore applies also to agricultural lands ia 
such States. As and when the remaining States pass the necessary 
resolutions, the Schedule will be amended by a Notification of the 
Central Government to include such States. 

(2) In respect of the movable property of the deceased, th° levy 
of duty will depend upon his domicile only. The alternative basis of 
residence in the Bill as amended by the Select Committee has been 
omitted. 

(!1) As in the orso of Income tax law, the fixation of the rates 
of duly and of the maximum limits of oxemption will be regulated try 
the annual Einance Acts. 

(4) For llie sake of administrative convenience, the power to 
assess duty is assigned to the Controller of Estate Duty, a new 
authority which will iunction under the Central Board of Revenue. 

(5) Appeals from the orders of the Controller of Estate Dut^ will 
lie to the Genital Board of Revenue, and, as in the Indian Inc< uie- 
tax Act, 1922, references to the High Court may be made on questions 
of law. 

.'1 llndei article 269 of the Constitution, the net proceeds of the 
estate duty will be assigned to the States on such principles of distribu- 
ti m as Parliament mav hereafter formulate The appropriate estate duty 
on agrieu'tui nl land situate in a State will, of course, be assigned to 
that State. 


New DEi.ni; 

2nd Avgust, 1952. 


C. D. DESIIMrivER 
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No Us on Clauses 

In the drafting of the lliil in- lading the definition an! mtonpietauon 
clauses (clauses 2 and d) the IT Tv Aits on the suhqcet have been followed 
as clostdy as possible sso that the assistance of the U. K. decisions may be 
available. 

Clause 2 — The various sub-claUses define the terms used in the Bill. 
Rub-clauses (2), (0), (6), (6), (7), (10), (11), (17), (18) and (10) are self-expla- 
natory. 

Sub-clause (1). — Under section 19-1 of the Court-fees Act, 1870, any 
porson applying for Ihe grant of a probate or letters of administration is 
required to file an affidavit in the proscribed form showing the valuation 
of the property mul the credits which The deceased possessed < r was entitled 
to .it tlie time of his death and u I ii h had come or ore' likely to come in the 
hands of^the applicant This affidavit of valuation contains details of mov- 
able and immin ihle piopoitv .dime with a schedule of debts RucceBbion 
Coifificntts are issued he flu Coin' un payment of requisite stamp Jufv on 
f he basis of such affidavit of valuation Under clause 53 of the Bill, an 
executor is required to annex to the affidavit of valuation an account of all 
the property on which estate duly is pnvahle and to send a copy thereof to 
the Controller of Estate Duty 

Sub-clause (-/) —In the rules to be fi a tried under clause 17 (4) ‘‘controlled 
company” will he defined m prm la idlv the same manner as in section 58 
of the U K. Finance Act, 194u, ae, amended from time 1o time The reason 
why ‘‘controlled company” is not being defined in the Bill itself is that these 
provisions have been nndeiguii cli ingi-s from tune to tine- 1 hesc constant 
changes indicate the lesuabdu > of making the pmvisons [lex'hie gf as to 
meet new methods of evasion, h non tin ii lchgation to rules in the piesent 
Bill, 

Suh-clauac (8). — The definition of ‘‘executor” has beon made sufficiently 
elastic to include every person who as executor, noarest of kin, or creditor 
or otherwise interferes with or enlers upon the possession or management 
of the estate of the deceased with or without any grant of representation. 

Sub-clause (9 ). — -A person who has “general power” as defined in this 
6ub-clause, is a person w r ho is competent to dispiose of property whether he 
is sui juris or not. 

“General power” means complete authority to dispose of a property in/ 
any manner by the holder thereof. 

Suh-rJausr (2 7) — Interest in expectancy is in contrast with the interest 
which has fallen into possession, but it does not mean that every interest 
not in possession is necessarily an mteresl in expectancy An "interest in 
expectancy” is an nilevest which e'-dude-, ds owner from the ] resent bene- 
ficial enjoyment, being contingent upon Ihe happening of another event. 
For instance if A bequeaths a pioperty to B for life, and on his de-nth 
to C then C’s interest in (he property is only nn "interest in expec- 
tancy" which may or may not malarial wo 

Sub-clause (12 ). — The definition of "legal representative” was included' 
by the Select Committee on the Estate Duty Bill of 194R. The definition 
is on the lines of that contained in the Civil Procedure Code, 1908, but itr 
has been made clear that where the deceased is a co-parcener of a Hindu- 
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family the expression would include the manager for the 'time beffig of the 
family. 

Sub-clause (13). — This is taken from the Explanation to section 69 of the 
Indian Succession Act, 1925. 

Sub-clause (15). — Explanations (1) and (2) bring within the definition of 
“property” a debt or a right enforceable against a person when created by 
him or with his consent as also the benefit resulting from the extinguishment 
•of a debt or a right at the expense of a deceased person. 

Sub-clause (16). — Estate luty has been made payable on property that 
passes on death (see clause 5) and the definition of this expression has 
been so worded as to include all possible rights and interests that may 
pass on death. • 

Sub-clause (19).—' The main question of fact that may have to be deter- 
mined in the imposition of estate duty would be the market value of pr per. 
dy; it, has therefore been provided that the person accountable for*estale 
duty would have the right to ask for the arbitration by a “Valuer” to be 
appointed by the Government. These valuers will be non officials like the 
Board of Referees under the Excess Piofits Tax Act. 

Clause 3. — Clauses (a), (c) and (d) of sub-clause (1) are adapted from 
section 22(2), U. R. Finance Act, 1894. Clause (b) is new. 

Property which a person is legallv competent to dispose of is deemed to 
$>ass on his death (vide clause 6) and is the property on which estate duty 
is leviable. 

Sub-clauses (a) to (d) describe the various types of properties over which 
-a person is deemed to have power of disposition. These are — 

(a) property over which a person has complete power of disposition, 

( b ) property over which title is acquired in one form and it is dis- 
posed of in another form, 

(c) a disposition taking effect out of the person’s own interest, 

(d) money which a person is competent to charge on the property 

of another person. 

Sub-clause (2) is inserted to remove the possibility of doubt as to the 
scope of the provisions contained in Parts II and III of the Bill. 

Clause 4.— This clause describes the various authorities for the purpose 
of administration of estate duty who will perform their functions under the 
control of the Central Board ol Revenue. 

Clause 5. — From section 1, U.K. Finance Act, 1894. 

See in this connection the definition of “property passing on the death” 
in clause 2(16). The “passing” may be immediately on the death, as where 
A settles a fund upon himself for life, and then upon B absolutely; or it 
may be after an interval or at any period ascertainable only by reference to 
death, as where there is a trust for accumulation for a term after A’s 
death. The passing jnay be certain, as in the first example above ; or 'it 
may be contingent, as where A settles a fund upon himself for life, and 
then upon B, if and when B attains the age of 21 with accumulations. 
The passing may be original as in the first example above; or it may be by 
way of substitutive limitation, as where property is limited to A for life, 
remainder to B if living at A’s death and in default (which happens) to Cr 
In all these cases eslate duty is chargeable on A's death. 
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Clause 6. — From section 2 (lj( a )> K. Finance Act, 1894. 

Property which the deceased was competent to dispose of or was 
deemed entitled to dispose of is deemed to pass on his death and estate 
■duty is payable thereon. 

Illustrations. — 1. Property comprised in a revocable gift or settlement 
is clearly property of which the donor or settler is competent to dispose, 
irrespective of whether the gift or settlement was actually revoked or not. 

2. A devises a house to his son, subject to a power for A's wife by deed 
•or will to charge on it a sum of Rs. 1 lakh. 'On the wife's death, estate 
duty is leviable in respect of this sum as property of which she was com- 
petent to dispose and this is so whether she exercised the power or not. 
| See clause 3 (’d).] 

3. Under section 109 of the Indian Succession Act, 1925, a gift by will 
to the testator’s child is preserved from lapsing where the beneficiary pre- 
deceases the. testator provided that the beneficiary leaves issue living at 
the testator’s death. The gift takes effect as if the beneficiary had died 
immediately after the testator and the property devolves under the 

.beneficiary's will or intestacy. It E therefore property of which the 
beneficiary was competent to dispose and is chargeable with estate duty 
in connection with his death as well as in connection with the death of 
the testator, subject to any allowance for quick succession. 

Clause 7 . — From section 2 (1) (b), U. K. Finance Act, 1894. 

Sub-clauses (2) and (-3) were inserted by the Select Committee on the 
Estate Duty Bill, 1948, with other consequential modifications in sub- 
clause (1). 

The cesser of interest on the deceased’s death is property deemed to 
pass on his death and hence estate duty is payable thereon. In the case of 
a joi it family property governed by the MitaJ;shara, no member has a 
distinct and specified interest in the coparcenary property of which he is 
•competent to dispose but on the death of a member there is a cesser of 
interest in the joint family property. The clause provides that such oe^er 
of interest is only liable to estate duty if the deceased was 18 years of age 
or if a minor no male ascendant of his was a coparcener in the same family. 
This provision is necessary as in Mitakshara family each child acquires 
interest in property and it would be administratively impossible, to deter- 
mine the quantum of interest on the death or birth of a child in the family. 

Other examples of cesser of interest are — 

(1) A by will gives an annuity of Rs. 500 to B charged on house 
property worth Rs. 1,200 per annum and the house property itself, 
subject to the aforesaid charge, to. C. On B’s death the annuity ceases 
and estates duty is therefore chargeable on the value of the benefit 
arising by tl.j cesser. Thus if the house property is worth Rs. 24,000 

at B’s death the value of the benefit would be t > —-x 24, 000 = 10,000. 

1,200 

(2) A is entitled to an annuity of Rs. 800 charged on certain house 
property and on A's death an annuity of Rs. 200 per annum becomes 
charged on the property in favour of B. In this case, upon A’s death 
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the owner of the piopprty ia ehaigeable to estate duly in rcspcit of 
Hie cesser ut the whole ot A's annuity ot Its. HOO a d lint merely the 
(leaner of Its. 000 pei annum which is the dittercnce between the two 
annuities. 

Clause R . — From seet'on 2 (.1 ) (c*) , U. K. Finance Act, 1894. 

As stated in ttic Explanation (which was added by the Select Commit- 
tee on the 1948 Bill) gifts made in contemplation of death are dealt with, 
in section 191 of the Indian Succession Act, 1925. 

Clause 0 . — From section 2 (l)(e), U. K. Finance Act, 1804, and 
section 59, U. K. Finance Vt, 1910. 

Ibis clause brings under charge gilts made in let vivos within a period 
of two years before deatli or in the case of gift so made lor a public charit- 
able purpose ninth C'thm ,k months In tor, death. 'Jlu. turn limit of 
two y curs and six mouth i bn three years and twelve months resportn el » 
was substituted by the Re'eet Committee which also substitute 1 the expres- 
sion “public charitable purpose" for “public or charitable purposes’'. 

Clause 10 , — From section 2 (II (c), II, K. Fiuaife Act, 1894, and 
section 59, U. Iv. Finance Act, 1910. 

This clause brings under cbaige property given in gift, but in which 
the donor retains some interest by contract or otherwise. Where the donor 
retains such mtoicst in a part ot the property only, estate duty is payable 
on that part only. But if such interest is surrendered two years be- 
fore death no estate duty would be payable , 

The rigid to possess under the terms of a gift is not possession; and 
it is payment, and not tic obligation to pa.v, which eonfeis enjoyment. 
('lawn 11. — From section 13, U, K. Finance Act, 1940. 

This clause brings within the charge interest limited lo cease oi death 
which has been disposed of within two years of the death and which but 
for the disposition would have been caught by clause 5 as property passing 
on death, or as interest ceasing on death. However, if the interest is dis- 
posed of or determined in good faith two years before the death, no estate 
duty is payable. Tho provision is explained by the following illustration: — 

A, a Hindu widow, having a Hindu woman's estate in house property 
surrenders her estate to the reversioners two years before her death. The 
property in such a case cannot be said to pass to the reversioners on 
her death, since it actually passes to them two years before. Therefore 
section 6 docs not apply. Nor does set lion 7 apply, because the widow 
had, in the circumstances, no interest ceasing on her death : it. had ceased 
tw T o years previously. But, under sub-clause (1) the property is deemed to 
pass on her death and becomes charges Ido to estate duty if the interest had 
not been surrendered 2 veais before dentil. Und-r Ki.b-ilause (3), any 
Artificial encumbrance created by the deceased is to be ignored. 

Clause 2?. — From seel ion 2 (l)(c), TJ. K. Finance Act, 1894. 

This clause brings under charge property under a revocable settlement 
or property in which the deceased retained some beneficial interest for hiB 
own benefit or for the benefit of his relatives. 

Clause 2.9. — Determines tho liability of property held jointly. The 
liability of the whole prnpcrtv to duty arises only in ease where a person 
having been absolutely entitled to any property or to the funds with -which 
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any property was purchased has caused it to be transferred to or vested in 
himself and in any person jointly so that the beneficial inLerost in some 
part of the property passes or accrues by survivorship on his death to the 
other person. This clause does not apply to a case where the transferor 
was entitled only to a portion of the property or of the funds with which 
the property was purchased. 

('lauae 24.— From section 2 (1) (e), U. R. Finance Act, 1894 and 
section 70 of the U.K. Finance Act, 1948. 

This clausa brings under charge the money received under a life 
insurance policy kept up by a person for the benefit of a donee. The 
premium may be payable by the person out of any property settled by him 
or out of income arising under a settlement made by him. Where only a 
part of the premium is so paid the proportionate amount received under 
the policy will only be chargeable to duty. 

Clause 25. — From section 2 (1) (d), U. K, Finance Act, 1894, 

The general purpose of this provision is to prevent a man from oscaping 
estate duty by reducing his estate, during life, by money or money’s worth 
paid as premiums which, aftor his death, reappear in the form of a bene- 
ficial interest accruing or arising on his death. 

Clause 16 . — From section 30, IJ. K. Finance Act, 1939, and section 20, 
U, K. Finance Act, 1943. 

The purpose of this provision iR to extend liability to duty to annuities 
and other interest which, though not directly provided by the deceased, 
are in substance attributable partly or wholly to property derived from him. 
Tho following illustration shows how this provision would operate: — 

The deceased gave his children Rs. 20,000 with which they acquire 
shares in a privato company, Tho company then lends the deceased 
Rs. 20,000 and usos the interest to pay the premiums on a policy effected 
on tho deceased’s life. The policy moneys would be considered under this 
provision to have been provided by the deceased. 

Clause 17 . — From section 42, U. K. Finance Act, 1940 and section 86, 
U. K. Finance Act, 1944. 

Sub-clauses (2), (8) and (3 ). — The necessity for theBe provisions will 
be illustrated by the following example: — 

A is the owner of an estate worth Rs, 12 lakhs Including a residential 
house, and of stocks and shares worth Rs. 8 lakhs. He forms a company 
with a nominal capital of Rs. 20 lakhs divided into 50,000 five per cent, 
preference shares arid 1,50,000 ordinary shares, all of Rs, 10 each. He 
sells the estate and the securities to the company In consideration for the 
shares, of which 50.000 ordinary shares are allotted to him and the rest 
to his wife and children. As part of the arrangement, ho is appointed 
governing director for life at a salary of Rs. 50,000 per year and the residen- 
tial house, whose annual value is Rs. 5,000 is let to him as governing 
director at a rent of Rs. 1,000 per voar. On A’s denth more than two 
years Inter, estate dutv would hut for the provisions of this section , he 
navable nnlv in respect of the 50,000 shares which he retained. There was 
no gift to tlie company, for the company gave full considerntion. The only 
<uft was a gift of tho shares lo his wife and children and that gift was not 
the subject to any reservation. But according to this provision the estate 
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duty payable would be not on the market value of 50,000 ordinary shares 
but oh such proportion of the assets of the company sb the aggregate 
amount of benefits accruing to the deceased for the three years ending with 
his death bear to the income of the company for the same three years, 
Th us if the income of the company for the last threo years were Bs. 3 
lakhs, and the dividond doelared on ordinary shares is Bs, 90,000, then the 
benefits enjoyed by the decoased are — 

Bs. 


Salary as governing director 

1,50,000 

Besidential house less rent paid 

12,000 

Dividend 

80,000 


1,92,000 


The assets which would be deemed to pass on his death would be of the 
value of — 

P5 Of 20 lakhs: 

or of Bs. 12,80,000 and not of Bs. 5 lakhs only. 

Snb’dawte (4 ). — There are numerous provisions on this subj’eet in the 
IT. K Finanoo Act, 1940, which had better be relegated to rules so as to 
make them flexible to meet now methods of evasion. The constant 
changes made in the U. K law in this behalf indicate that this course Is 
prefernhV 

The proviso to sub-clause (4) was added by the Select Committee on 
the Estate Duty Bill, 1048. 

Sub-clause (5). — From section 52, U, K. Finance Act, 1040. 

The effect of this sub-clause is that the value of such property will be 
aggregated with other property of the deceased passing on his death. 

Clause IS . — From section 53, U. K, Finance Act, 1940. 

This clause lavs the obligation on the company and its officers to inform 
the Controller of any transfer of property or benefits that accrued to the 
deceased from the controlled company. 

Clause 19 . — From section 54, U. K. Firanoe Act, 1940. 

This clause determines the persons who shall he accountable for the pay- 
ment of duty of a. deceased on the death of the deceased on property trans- 
ferred to a controlled company, and the powers conferred on the accountable 
parties for the purpose of raising and paying the duty. 

Clause 20 . — From section 2 (2), U. K. Finance Act, 1894 and section 24, 
TT. K. Finance Act, 1986. 

Tn tho original Bills of 1940 and of 1948 the liability to estate duty on 
moveable property depended on the 'domicile’ of the deceased. The 
Poleet Committee however altered this and imposed the liability on all 
poisons who are residents in Tndia, the definition of “resident” being 
more or loss the same as in the Income-tax Act, The present clause 
reverts to the original provision that charge on foreign moveable uropeitv 
would bo on the basis of domicile. Sub-danse (2) provides that the rules 
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legutding the naturo and situs uf the property will he trained by Ilia 
Board, and such rules will be framed with due regard to leasouublc 
double estate duty reliet arrangements which might bo arrived at with 
tho U. K, and U.S.A. 

C llaiusc 21 . — Prom section 2 (II), U. Iv, Finance Act, 1894, and section 59, 
U.K. Finance Act, 1910. 

Illustrations. — 1. A dies leaving property of which he was a trustee for B 
under a will left by C. The property is not chargeable to estate duty upon 
A’s death. 

2. A dies leaving proporty of w'hich he was a trustee for B under a deed 
of settlement made by A himself not more than two years before his death. 
The proporty is chargeable to duty, for otherwise any person could evade the 
duty by making such a trust shortly before bis death and declaring thereby 
that he is a trustee for some named heir, 

8. A dies leaving property of which he was a trustee for B under a deed 
of settlement made by A himself more than two years before his death, pos- 
session and enjoyment having been assumed by B immediately upon the 
creation of the trust and thenceforward retained to the entire exclusion of A. 
The proporty is not chargeable to duty upon A’s death. 

4. A dies leaving property of which he was a trustee for B under a deed 
of settlement made by A himself more than two years before bis death, B 
having assumed possession immediately upon the creation of the trust, but 
being bound by an agreement to give A a share of the profits until A’s death. 
The property is chargeable to duty upon A’s death. 

Clause 22 . — From section 6 (8), U. K. Finance Act, 1894 and section 48, 
U. E. Finance Act, 1988. 

Explanation (i) is derived from section 14, TJ. K. Finance Aot, 1896. 

Ex hypothesi in the case put in the Explanation, tho interest of the 
deceased in the settled! property fads before if becomes an interest in 
possession and in view of tho decision in A.G. v Wood that an absolute 
reversion may be a limitation which continues to subsist, the Explanation 
is retained merely by wuy of abundant caution. 

Explanation (ii) is derived from section 47 of the U, if. Finance Act, 
1938, and was added by the Select Committee in order to make it clear that 
a residuary interest uDder reveision within an estate whose administration 
is not complete will not be regarded as a case of failure of interest before 
becoming interest in possession, but Bueh interest would be deemed to have 
become interest in possession on the date as from which the income of the 
residue would have been attributable to that interest if the residue had 
been determined immediately after the death of the testator or intestate. 

Clause 23 . — From section 15, TJ. K. Finance Aot, 1896. 

Illustrations.- -1. A settles property on trust for B (usually a poor rela- 
tion or an old servant) for life and then for himself absoultely. No duty is 
payable on B's doath, if he dies before A. 

2 A settles property on trust to pay an annuity thereout to himself and, 
subject thereto, for B for life, with remainder to A, Duty is payable on B ’a 
death, beoause it cannot be said that only benefit retained by A is subject 
to the life interest. 

8. A settles property on B for life with remainder to B’s children absolute- 
ly and in default, for A absoultely. B dies without ohildrem Duty is payable 
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for tho contingent interests of B’s possible children were “other interests” 
created by tho disposition. 

I. 13 gives piopnrty A, who then settles it on 13 for life with remainder 
to liimselt. Duty is payable on 13 's death, for B was competent to dispose 
of the property prior to the settlement, 

5. As in Illustration 1, but B dies after A and tho property reverts to A’s 
heirs. Duty is payable on N'r death, tor the property does not revert to the 
disposer himself. 

Clause 24 . — From section 21 (5), IJ. Iv. Finance Act, 1891. 

Illustration . — A by deed dated 1951 settled property on his wife for life, 
and on her death on himsell for life, with remainder to their children. The 
wife dies after the commencement of this Act, leaving A surviving. Estate 
duty is not payable on her death though it will be payable on the subsequent 
death of A. The exemption would not have applied if A had become entitled 
to the corpus on his wife’s death. 

Clause 25 . — From section 8, U. K. Finance Act, 1894. 

Property bon « pde transferred by tho deceased for money or money’s 
w r orth is not churgeable to estate duty. Although such a transfer might be 
made m anticipation of death, the consideration recoived in lespect of it 
becomes the property of the deceased and as such is liable to duty. To 
subject to taxation both the property whose, sula produces that money or 
money’s worth and that money or money’s worth itself would be in substance 
to impose double taxation on tho same property. Hence the exemption 
in this clause. The exemption is to apply not only when tho property is 
acquired for full consideration in money or money s worth, but also to a 
proportionate extent, where part of the consideration is of that character, 

Illustration . — On the marriage of A and B, A the husband, partly in con- 
sideration of the marriage and partly in consideration of the transfer to 
him of certain shares belonging to B, settled certain house property upon 
himself for life and then upon B absolutely. Here the consideration is 
only partly in money or money's worth, namely, so far as it consists of 
the shares. Hence under sub-clause (2), the valuo of the shares, as at 
the date of the settlement, is to be deducted from the value of the house 
property, as at A’s death in ascertaining the sum in respect of which B 
is to pay an estate duty. 

Clause 26.— From section 44, U.K. Finance Act, 1940. 

Property transfer! cd by the deceased in consideration! of money or 
money’s worth is not chargeable to estate duty (vide clause 25). This 
clause, however, provides that annuity or other interest limited to deceased 
on death, created in favour of the deceased cannot bo treated as considera- 
tion or transfer when such transfers are made to a “relative” or to a 
“controlled company”. The meaning of the expression “relative”, 
“annuity" and “associated operations” as used in this clause, has been 
defined. Nothing in this clause affects an annuity in favour of a person 
other than the deceased. The relaxations contemplated in section 40 of 
the U.K. Finance Act, 1944, will be considered by tho Board when framing 
rules under clause 82. The deduction to bo allowed will broadly be the 
net amount of benefit roceived by the deceased from the transactions. 

Clause 27.— From section 17, U.K. Finance Act (No. 2), 1940. 
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In order to protect commercial transactions trom higher duties imposed 
subsequent to the bale or mortgage ot an interest in expectancy , tins clause 
proi lies tor relief to (lie purchasers and mortgagees and no other duly will 
bo payable by them except the duty which would have been payable at the 
rates of estate duty, it any, m the case of ft person dying at the time of the 
sale or mortgage. 

Clause 38 . — From section 5 (2), U.K. Finance Aot, 1894 and section 
111, U.K. Finance Act, 1898. 

The exemption conferred by this clause ia in respect of a settled property 
on which estate duty has been paid since the date of settlement on the death 
of one of the parties to a marriage. The exemption is, however, conditional 
and would not apply if the deceased was at any time during tho continuance 
of settlement competent to dispose of the property. 

Clause 39 . — This clause empowers the Central Government to enter into 
an agreement for avoidance or relief of doubt taxation with the Government 
of any reciprocating country. 

Clause 30.— From section 15, U.K. Finance Act, 1914. 

It provides relief in respect of quick succession where property consists of 
land and business. 

Clause 31 . — This clause which was inserted by the Select Committee on 
the Estate Duty Bill, 1948, gives c omplete exemption of duty in respect of 
coparcenary interest devolving upon the members ot the coparcenary or 
any of them upon the death of a Hindu widow if bIip dies within seven years 
of ths death of her husband and if tho ostate duty has been levied in respect 
of the same on her husband’s death. 

Clause 38 .—' This clauso is intended to cover, amongst others, the 
deductions and relaxations provided for in section 51, Finance Act, 1940, 
and sections 38 and 40, U.K. Finance Aot, 1944. The following are some 
of the exemptions which, if considered desirable, may be allowed under 
this clause : — 

(a) Gifts not exceeding a certain limit. 

( [b ) Gifts for national purposos. 

(c) Property of a common seaman, marine, soldier or airman who 

is killed or dies in the service of the Union. 

Clause 33 . — From section 4, U.K. Finance Act, 1894, and seotion 12, 
U.K. Finance Act, 1900 arid section 45 (3), U.K, Finance Act, 1940. 

This clause lavs down that for purposes of determining the rate of duty 
payable, all property will be aggregated except propel tv in which the deceas- 
ed never had an interest. The latter property is to be treated as an estate 
by itsdt. For instance, A dies leaving (i) Kb. 1 lnkli in cash and (ii) a policy 
on his own life for Ks. 1 lakh absolutely and irrevocably nominated from its 
commencement in favour of B. Estate duty is chargeable on (i) undor 
section 4 and on (ii) under section IS, but the tw r o cannot be aggregated 
beoauso A had never an interest in (ii), the interest arising only upon his 
doath, 

Clause 34 . — This clause leaves the rate of duty to be fixed by a separate 
enactment. 

Clause 35. — From section 7 (5), U.K. Finance Act, 1894 and section 60 
(2), U.K. Finance Aot, 1910. 
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liny olausti lays down the ptmeijilo on winch the principal value of any 
property jh to In. csoimaUd im the purposes oi estate duty. 

Clause Jl >. — Ihe clause lays down the manner fu which the shores in a 
pnvutc him ind company arc to be valued when alienation o.t such shares is 
rus trie tod. It embodies the principle enunoiated in paragraph 275, TTnla- 
bury's Daws oi Ungland, Vol. XIII, Second Fdition. 

Clausa U 7. —From section 7(G), U.K. Finance Act, 1894. 

It provides tor the payment o t estate duty on interest in expectancy either 
with the duty in respect at the rest of the estate or when the interest in 
expectancy tails in possession. Ip either ease, the value of the other estate 
is to be aggregated. 

Clausa 38. — From section 7 (7), U.K. Finance Act, 1894. 

This clause piovidcs a iormula tor calculating the amount upon which 
duty is leviable on account of cesser of an interest. The effect of this clause 
is to charge duty on a hiice of the capital concerned, the income of which is 
equivalent to the income enjoyed by the deceased immediately before his 
death. 

Clause 30. — From section 7 (8), U.K. Finance Act, 1894. 

Under this clause the value of any property for the purpose of estate duty 
is to be determined by the Controller. 

Clause 4.0 . — From section 7 (9), U. K. Finance Act, 1894. 

This is self-explanatory. 

Clause 41. — From section 8 (8), U.K. Finance Act, 1894. 

The object oi tins clause is to unable the persons primarily accountable 
fur the payment of the estate duty to apportion the duty where necessary 
in administering (he estate ana to providu a method ot ascertaining the pro- 
portion of duty which may be chaigod on a particular property and may be 
recoverable against a person having a charge on the property. 

Clause 4‘J. — -From section 7 (1), U. K. Finance Act, 1894 and section 
44 (1], U.K, Finance Act, 1940. 

This clause specihes the deductions to be made (subject to restrictions) 
for determining tho valuo ot an estate. Allowance is to be made for reason- 
able funeral expenses and for debts and encumbrances but not for such 
debts which were not bona fide. 

Clause 43. — From seotiou 57, U.K. Finance Act, 1910. 

Illustration.— Property is settled on A for life with remainder to his only 
son B. A, when in failing health, purchases B’s remainder at a fair price, 
which in the circumstances is nearly the full value of the property, giving 
a promissory note or mortgage for the amount. Upon A s death, the pro- 
perty goes to B as his only heir. But for the present section, the amount 
of the debt would fall to ” be deducted under section 43, although the 
property would have devolved upon B even without the purchase. By 
•virtue of the present section however no such deduction is permissible. 

Clause 44 . — From section 81 A U.K. Finance Act, 1989. 
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Broadly the e fleet of this clause is to lednoo the amumil allowable as 
a deduction for a debt in proportion to the value of the consideration given 
for it which was derived directly or indirectly from the deceased or which 
was given by a creditor who acquired property from tho deceased for the 
purpose of facilitating the loan. 

Clause 45. — From section 7 (2), U.K. Finance Act, 1894. 

This is in accordance with the established rule of law that debts claim- 
able in the country where the assets nro situate should he paid out of the 
assets in that country beforo any surplus is available for transmission to 
the country of the domioile. 

Clause 46. — From section 7 (3), U.K. Finance Act, 1894. 

This clause authorises the Controller to allow as a deduction from the 
value of ths estate any additional expense in administering or realising the 
property situated out of India subject to a limitation of five per cent, of 
the value of the property. 

Clause 47. — From seotlon 7 (4), U.K. Finance Act, 1894. 

This clause provides for the deduction from the value of the property 
of the whole or nnv part of the duty of the nature of death dutv paid in a 
non-reciprocating country. 

Clause 48. — Enables the Board to prescribe the manner in which estate 
duty may be collected, 

Clause 49.- -Adapted from section 34. U.K. Finance Act, 1917 and 
section 42, U.K, Finance Act, 1918 

The term "Government securities” is defined in the General Clauses 
Act, 1897. 

Clause 50. — Adapted from section 8 (8) and 8 (41, U.K. Finance Act 
1894, section 10, U.K. Law of Property Act, 1925 and section 54 (8), U.K. 
Finance Act, 1940. 

Sub clause (2) [see section 8 (18), U.K. Finance Act, 1894], 

Sub-clause (4) \see section 6 (8), U.K Finance Act, 1894]. 

Sub-clause (5) [Halsburv’s Laws of England, Yol XTTT, para. 298]. 

This clause defines liabilities of the different categories of persons who 
are accountable for the payment of estate duty, and the extent thereof. 

Clause 51. — From section 8 (5), U,K. Finance Act, 1804, and section 
57, U.K. Finance Act, 1940. 

This clause provides the machinery for the collection of information and 
data for the purposes of administration of f state duty. 

Clause 59 , — From section 8 (0), U K. Finance Act, 1894 

This is a penal clause for non-compliance with the requirements of 
seotionR 50 and 61, i.e , failure to furnish the statement of accounts 

Clause 5-9.— Adapted from section 8 (8). U,K Finance Act, 1894, and 
seotlon 19-1, Court-fees Act, 1870. 

Non-issue of grant of representation 1 * bv the Court in the absence of a 
certificate from the Controller to the effect that the estate duty has been 
or will be paid, will net us deterrent to evashm of estate duty. 

Clause 54 , — From section G 14), 0 ((I), 6 (7) and 0 (8) U K Finance 

Act, 1894. 
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This clause fixes tho time when the estate duty is due and details the 
procedure for collection when the amount due is determined. 

Clause 55.— Adapted from section 11 (1), U.K. Finance Act, 1894. 

Tho provision for grant of a certificate by the Controller either on pay- 
ment of the duty or on furnishing adequate security for the duty is neces- 
sary as evidence of discharge of duty. 

Clause 56. — Sub-clause (1) is adapted from section 19H (8), Indian 
Court-fees Act, 1870. | 

The necessity of providing for estimate to the best of the judgment of 
the Controller where no account has been delivered is evident. Provision 
exists for appeal against the valuation made nnd the estate duty determined 
by the Controller (vide clause 57). 

Clause 57 .- — The right of appeal to the Board Rgainst valuation made or 
determination of the estate duty by the Controller is provided for in this 
clause. Tn case of a dispute relating to valuation of any property the 
appellant may require the Board to refer the question to the arbitration of 
tha Valuers, 

Clause 56 . — Provision has beon made in this clause for n reference to 
the High Court against the ordors of the Board of any question of law 
arising out of such order. 

Rub-clause (4) authorises the Board to refer a case direct to the Supreme 
Court on an application under suh-clanso 11) if the miestion is of sufficient 
importance nr if there is conflicting decis ; on of different High Courts on 
the question involved. 

Clause 59.— Details the manner of the formation of the High Court 
Benoh and how the cases tire to be decided upon. An appeal shall lie to 
the Supreme Court also from the judgment of any High Court in any case 
which the High Court certifies to be a fit one for appeal to the Supreme 
Court., 

Clause 60. — A'daptod from section 19-1 (2), Court-fees Aet, 1870. 

Clause 61 .— Adapted from sections 19E and 19G, Court-fees Act, 
1870, section 11 (2). TJ.TC. Finance Act, 1894 and section 14, U.K. Finanoe 
Act, 1907. 

In the majority of oases, the procedure will be that the person account- 
able will first deliver an account under clause 50 (3) and pay duty on the 
property included therein under clause 55. Usually, the account may not 
bo a complete one, for it has to he filled within six months of the death 
and full details may not' be available [see clause 50 (4)j. This preliminary 
account will serve as a notice of the death to the Controller, so that he 
may, if necessary, start malting inouirTes under clause 56. At a Inter 
stage, the persons accountable should he in a position to delivor a full 
statement, to pay the entire dutv due, and to obtain a certificate of pay- 
ment under sub-clauso (1) or (5) of ohuise 61. In complicated cases, they 

can apnly nnd obtain a certificate of pavment under clause 68. It is only 
a certificate under clause 61 or clause 63 that discharges the propertv (see 
clause 69). A certificate under clause 55 suffices for a grant of representa- 
tion so as to enable the grantee as earlv ns possible to get in all the. uro- 
nertv vesting in him rend to submit n full inventorv ns required bv section 
317, Indian Succession Aet, 1025, but such a certificate does not operate 
as a discharge for the purposes of clause 69 . 
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('lause iJ2 — Adapted from section 12, U,K. Finance Act, 1894. 

This clause authorises the commutation of an estate duty that would 
be payable on an interest in expectancy when it falls, for a certain sum 
to bo presently paid. 

Clause 53.— Adapted from section 18, U.K. Finance Act, 1894. 

This clause empowers the Board on the application of any person 
accountable for estate duty to accept composition for estate duty in certain 
complicated cases. 

Clause 64. — Adapted from section 8 (9), U. K. Finance Act, 1894. 

Where estate duty cannot be raised at once except by sale of property 
at excessive sacrifice due to adverse market conditions, the Controller is 
authorised to allow postponement of the recovery of tho estate duty on 
payment of proscribed interest and on such other terms as the Controller 
may think fit. Power to extend time of payment or to allow payment of 
the demand in instalments is also exercised by Income-tax authorities as 
an administrative measure. 

Clause 66 . — Adaptod from section 8 (14), U.K. Finance Act, 1894. 

This clause vests the Board with power to remit the payment of estate 
duty or any part thereof or any interest thoreon in fit cases if the duty 
remains unpaid after the expiration of 20 years from the date of death. 
The purpose of this provision is not to burden the administration with a 
heavy carry forward of unoollectable demands after all steps for realisa- 
tion have been exhausted. Similar power to write off irrecoverable 
demands of income-tax are exercised by the Income-tax authorities under 
executive instructions. 

Clausa 66 . — Adapted from section 8 (14), U.K. Finance Act, 1894. 

Under this olause the forms, affidavits, accounts and certificates, eto., 
in connection with the administration of estate duty are to be in such 
forms containing such particulars, to be delivered and verified in such 
manner and by such documents as may be prescribed by the Board. ThiB 
is analogous to the rule-making power of the Board in the administration 
of the Income-tax Act (section 59 of the Income-tax Act, 1922). 

Clause 67.— Adapted from section 194(1), Court-fees Act, 1870. 

This clause authorises the Controller to recover the estate duty, 
interest or penalty through certificate proceedings by the Collector and 
corresponds to section 46 (2), Indian Income-tax Act, 1922. 

Clause 68.— -This clause was inserted by the Select Committee on the 
Estate Duty Bill, 1948. The estate duty is made the first charge on 
movable and immovable property. 

Clause 69 . — Adapted from section 11 (2), (8) and (4), U.K. Finance 
Act, 1894. 

Wide terms of this olause clearly indicate that fraud or failure to dis- 
olose material facts ou the part of any person will render the certificate of 
discharge useless to any other person except to a bona fide purchaser for 
valuable consideration without notice. 

Clause 70. — Adapted from section 9 (4), U.K. Finance Act, 1894. 

Under this clauso if any person accountable for estate duty pays any 
part of it in respect of any propertv not passing to him, he shall have the 
right tr, be repaid by the trustees or owner of such property. 
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Clause 71 — Adapted from section 9 (6), (6) and (7), U.K.. Finance Act, 
1894. 

Any person who is authorised or is required to pay estate duty in res* 
pect of any property is empowered under this clause to raise the amount 
of such duty by the sale or mortgage or a terminable charge on that pro- 
perty for the purpose of paying duty or recouping the amount of duty if 
already paid. 

Clause 72 . — Adapted from section 67, Indian Income-tax Act, 1922. 

This is a common feature to all revenue enactments. 

Clauso 73 , — This provision is necessary because of the confidential 
nature of information, etc. obtained in connection with the execution of 
the enactment. 

Clause 74 , — This clause authorises the Board to make rules prescribing 
all matters for carrying out the purposes of or giving effect to the clauses 
of the Bill. 


M. N. KAUL, 

Secretary. 
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